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In the District Court of the United States, In and 
For the Southern District of California, Cen- 
tral Division 


No. 2454-B Civil 


UNITED STATES OF AMERICA, for the use of 
RECONSTRUCTION FINANCE CORPO- 
RATION, a Federal Corporation, acting in 
behalf of DEFENSE PLANT CORPORA- 
TION, a Federal Corporation, 

Plaintiff, 
VS. 


CERTAIN PARCELS OF LAND IN THE CITY 
OF LOS ANGELES, GOUNTY OF LOS 
ANGELES, STATE OF CALIFORNIA; 
CITY OF LOS ANGELES, a municipal ecor- 
poration; COUNTY OF LOS ANGELES, a 
body politic and corporate; STATE OF CALI- 
FORNIA, a corporation sovereign; ASSO- 
CIATED LAND OWNERS, INC., a corpora- 
tion; DOK ONE to DOE TWO THOUSAND, 

Defendants. 


COMPLAINT IN CONDEMNATION 
To the Honorable, the United States District Court: 


Comes Now the plaintiff, United States of Amer- 
ica, on behalf, for the use, and at the request of 
Reconstruction Finance Corporation, by Leo V. 
Silverstein, United States Attorney for the South- 
ern District of California, Irl D. Brett, Special 
Assistant to the Attorney General, and Frederick 
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H. Steinmetz, Special Attorney, Lands. Division; 
Department of Justice, as its attorneys, on ,applica- 
tion of the duly authorized officer of. the United 
States, hereinafter referred to as the “Requesting 
Officer,’? and under the direction and. by: authority 
of the Attorney General of the United States,; for 
cause of action against the above named defendants, 
and each of them, complains and alleges:. :,. 


if : 

That, the plaintiff is entitled to acquire, by the 
exercise of its power of eminent domain, the prop- 
erty hereinafter described, for the uses and ee 
poses hereinafter set forth. aa =e 


iipe- «ee: 

That in accordance with the provisions:.of the 
statutes hereinafter set forth, said Requesting. Offi- 
cer, for and in behalf of the United States, has 
designated and determined the property hereinafter 
described is suitable and necessary for the purposes 
of the United States, and has selected such; property. 
for acquisition by the United States in these pro- 
ceedings, and said selection, designation, and de- 
termination ever since have been and now are in 
full force and effect; that the purposes for which 
the plaintiff is aking said property as hereinafter 
alleged are necessary and constitute a public use, 
which use is authorized by law; that the acquisition 
thereof by plaintiff is, and will Ne of greatest publie 
benefit and to the least private injury ; that plaintiff 
is informed and believes, and upon such information 
and belief alleges, that no part of said property has 
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heretofore been appropriated to any public use, and 
if any part or portion thereof has heretofore been 
appropriated to a public use, the use to whieh said 
property 1s herein sought to be condemned and ap- 
propriated 1s a more necessary and paramount 
public use. [3] 

IT. 

That plaintiff is informed and believes, and upon 
such information and belief alleges, that the pareels 
of property hereinafter described constitute the 
whole of various parcels, and not parts thereof. 


rv, 

That plaintiff has named herein by their true 
names, or by fictitious names, all defendants known 
by it to have some interest in said property; that 
there may be other persons having some interests 
therein whom the plaintiff hereby identifies as un- 
known persons, and makes such unknown persons 
defendants herein, to the end that said property 
may be vested in the United States of America to 
the extent hereinafter prayed for. 

Ae 

That the defendants Doe One to Doe Two Thou- 
sand, inclusive, Defendants One Doe Corporation to 
Five Hundred Doe Corporation, inclusive, Defend- 
ants One Doe Company to Five Hundred Doe Com- 
pany, inclusive, and Defendants One A Doe to Two 
Hundred A Doe, inclusive, as the Executors or Ad- 
ministrators, respectively, of the Estates of One B 
Doe, Deceased, to Two Hundred B Doe, Deceased, 
inclusive, are each sued or named herein under the 
fictitious names above set out, for the reason that 
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plaintiff is ignorant of the true names of said de- 
fendants or decedents; that when the true names of 
said defendants or decedents, or any of them, are 
discovered, plaintiff will amend accordingly, the 
pleadings or proceedings herein. 


That One Doe Corporation to Five Hundred Doe 
Corporation, inclusive, are corporations organized 
and existing under the laws of one of the states of 
the United States; that One Doe Company to Five 
Hundred Doe Company, are co-partnerships duly 
organized and existing, each one of which is com- 
posed of two or more co-partners; that One A Doe 
to T'wo Hundred A Doe, inclusive, are, respectively, 
the duly appointed, qualified and acting Admin- 
istrators or Executors of the Estates of One B Doe, 
Deceased, to Iwo Hundred B Doe, deceased, in- 
clusive. 

VI. 

That this action is brought by the plaintiff under 
the authority of [4] and in accordance with sub- 
paragraph (5) of Section No. 5d of the Reconstruc- 
tion Finance Corporation Act (15 U.S.C. 601-617) 
as amended by the Act of Congress approved March 
27, 1942 (Public Law 507, 77th Congress), and ex- 
ecutive Order 9217, issued by the President of the 
United States on August 7, 1942, which Acts and 
Executive Order authorize the Reconstruction Fi- 
nance Corporation to acquire and dispose of prop- 
erty deemed necessary for military, naval or other 
war purposes; that the public use for which the 
property hereinafter described is sought to be taken 
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is the establishment of a reservoir for the storing 
and conservation of natural gas. 


Vil. 

That the ‘Requesting Officer’’ hereinbefore men- 
tioned is Leo Neilson, Assistant Secretary of the 
Reeonstruction Finance Corporation, an agency of 
the United States. That by letter to the Attorney 
General of the United States, dated September 19, 
1942, said Requesting Officer requested the institu- 
tion of this proceeding, for the purposes herein- 
above and hereafter designated, on behalf of the 
Defense Plant Corporation, a Federal corporation, 
which is wholly owned and controlled by the above 
mentioned Reconstruction Finanee Corporation. 


LX. 

That the estate or interest in the property here- 
inafter described which plaimtiff, by this aetion, 
intends and seeks to take, acquire, condemn, [5] 
hold and own is the full fee simple title, subject, 
however, to existing easements for public utilities. 


X. 

That the property hereinabove mentioned, which 
is to be taken and condemned in this action, consists 
of those certain lots, pieces or parcels of land sit- 
uated in the County of Los Angeles, State of Cali- 
forma, described as follows, to wit: 


Parcel One 


That part of Tract No. 9809 as shown on map re- 
corded in Book 145 of Maps, at pages 91 to 96, in- 
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elusive, in the office of the County Recorder of Los 
Angeles County covering: 


Lots 7 to 14, inclusive, in Block 7; Lots 3 to 25, 
inclusive, in Block 8; all of Block 9; Lots 1 to 20, 
inclusive, in Block 10; all of Block 11; all of Block 
12; all of Block 13; all of Block 14; all of Biock 15; 
Lots 1 to 13, inclusive, and Lots 25 and 26 in Block 
16; Lots 1 to 18, inclusive, and Lots 23 to 26, in- 
elusive, in Block 17; Lots 12 to 21, inclusive, in 
Block 18; all of Block 19; all of Block 20; all of 
Block 21; all of Block 22; all of Block 23; all of 
Block 24; all of Block 25; all of Block 26; Lots 13 
to 27, inclusive, in Block 27; all of Block 28; all of 
Block 29; all of Block 30; Lots 4 to 9, inclusive, in 
Block 31; all of Block 32; Lots 3 to 41, inclusive, in 
Block 33; Lots 17 to 51, inclusive, in Block 34; Lots 
12 to 18, inclusive, in Block 35; Lots 40 to 53, in- 
elusive, and Lot 114, in Block 36. [6] 


IE 

That the urgency for obtaining immediate posses- 
sion and exclusive use and control of the property 
herein sought to be taken is such that plaintiff has 
not been able to procure accurate information as to 
the various ownerships of the above described par- 
eels of land; and for such reason plaintiff is not 
able to allege the names of the owners and claim- 
ants separately claiming interests in such separate 
parcels; that the defendants named in the caption 
of this complaint by true names are apparent and 
presumptive owners of some part or portion of the 
property herein sought to be acquired, and that the 
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defendants herein sued under fictitious names claim 
some right, title or interest in or to said property, 
or some part thereof; that plaintiff mtends to and 
will prepare and file an amended complaint, setting 
forth said separate ownerships [9] and true names 
where ascertained, and prays leave of court to pre- 
pare, serve and file such amended complaint when 
the necessary information has been obtained by it. 


AIT, 

That the defendant State of California is a cor- 
poration sovereign; that the defendant County of 
Los Angeles is a body politic, organized and exist- 
ing under and by virtue of the laws of the State of 
California; that the defendant City of Los Angeles 
is a municipal corporation, organized and existing 
under and by virtue of the laws of the State of 
California. 


AAT. 

That under the provisions of the Second War 
Powers Act of 1942, approved March 27, 1942 (Pub- 
lic Law 507, 77th Congress), 1t is provided, in part, 
as follows: 


‘Upon or after the filing of the condemna- 
tion petition, immediate possession may be 
taken and the property may be occupied, used 
and improved for the purposes of the Act not- 
withstanding any other law;”’ 


that by reason thereof the United States is entitled 
to immediate possession and use of the property 
herein sought to be condemned; 
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That the Assistant Secretary of the Reconstruc- 
tion Finance Corporation, in a letter dated Septem- 
ber 19, 1942, mentioned in Paragraph VII of this 
complaint, stated, in part, that it is vital to the 
successful prosecution of the war that the United 
States be granted the immediate right of possession 
of the hereinabove described property, and requested 
the securing by the United States of such right of 
immediate possession. 


Wherefore, plaintiff prays judgment: 


1. That the Court ascertain and assess the value 
of the property herein sought to be taken and con- 
demned, and of each and every separate estate or 
interest therein ; 


2. Adjudging that the public uses for which 
plaintiff takes and condemns said lands are neces- 
sary public uses of the plaintiff, and that the uses 
to which said property are to be applied are uses 
authorized by law, and that all of the said lands so 
taken are necessary thereto; [10] 


3. Vesting in the United States of America full 
fee simple title to the lands hereinbefore described, 
subject, however, to existing easements for public 
utilities, and adjudging that said lands shall be 
deemed to be condemned and taken for the use of 
the United States for the purposes and uses here- 
inbefore set forth; and further adjudging that the 
right to just compensation for the lands herein- 
before described be vested in the persons entitled 
thereto as their respective interests may appear and 
be established by judgment herein; | 
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4, That an Order issue from this Court vesting 
the right to immediate possession in the plaintiff 
of the lands hereinbefore described and songht to 
be condemned in this action, and directing all par- 
ties in possession thereof to forthwith yield up 
possession of the same to the plaintiff; 


5. That all Hens or eneumbrances of reeord 
‘against the property here sought to be taken and 
condemned be satisfied out of the award to be made 
in this procecding; 


6. For such other and further relief as the Court 
deems meet and proper in the premises and as the 
nature of the ease may require. 


Dated: This 28 day of September, 1942. 
/s/ LENO V. SILVERSTEIN, 
United States Attorney. 
IRL D. BRETT, 
Special Assistant to the 
Attorney General 
FREDERICK H. STEINMETZ, 
Special Attorney, Lands Divi- 
sion, Department of Justice. 
/s/ By FREDERICK H. STEINMETZ, 


Attorneys for Plaintiff. 


[Endorsed]: Filed Sept. 28, 1942. [11] 
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ORDER FOR IMMEDIATE POSSESSION | 


Upon a reading of the complaint in the apne 
entitled action, and upon application of Frederick 
H. Steinmetz, Special Attorney, Lands Division, 
Department of Justice, for an order granting im- 
mediate possession of the property described in said 
complaint, pursuant to the Second War Powers Act 
of 1942, approved March 27, 1942 (Public Law 507 
—T7th Congress); and upon the testimony in open 
Court of George H. Pannell, Appraiser for Defense 
Plant Corporation, and Paul M. Lee, Examiner for 
Reconstruction Finance Corporation, and good cause 
appearing therefor: : 


It Is Hereby Ordered, Adjudged and Decreed that 
plaintiff, United States of America, is hereby 
granted the immediate possession of all of the here- 
inafter described property, excepting only those 
respective portions of the following lots occupied 
by the following persons or agencies: [12] 


a. Residence of Mrs. Coppinger, at 8116 Del- 
ganey Avenue, Los Angeles, on Lot 16, Block 38, of 
Tract No. 9809, hereinafter described ; . 


b. Pumping Plant and Reservoir of oalteaties 
Del Rey Water Company, a corporation, on Lot 7, 
Block 15, of said Tract 9809; 


ce. Transformer Station of Bureau of Power and 
Light of the City of Los Angeles, located on Lots 
1-6, inclusive, of Block 15, in said ‘Tract: 9809. 
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The property affected by this Order is more par- 
ticularly described as follows: [13] 


Those certain lots, pieces or parcels of land situ- 
ated in the County of Los Angeles, State of Cah- 
fornia, described as follows, to-wit: 


Pareel One 


That part of Tract No. 9809 as shown on map 
recorded in Book 145 of Maps, at pages 91 to 96, 
inclusive, in the office of the County Reeorder of 
Los Angeles County covering: 


Lots 7 to 14, inclusive, in Bloek 7; Lots 3 to 25, 
inclusive, in Block 8; all of Block 9; Lots 1 to 20, 
inclusive, in Block 10; all of Block 11; all of Block 
12; all of Block 13; all of Block 14; all of Block 15; 
Lots 1 to 18, inclusive, and Lots 25 and 26 in Block 
16; Lots 1 to 13, inclusive, and Lots 23 to 26, inclu- 
sive, in Block 17; Lots 12 to 21, inelusive, in Block 
18; all of Block 19; all of Block 20; all of Bloek 
21; all of Block 22; all of Block 23; all of Bloek 24; 
all of Bloek 25; all of Block 26; Lots 13 to 27, in- 
elusive, in Block 27; all of Block 28; all of Block 
29; all of Block 30; Lots 4 to 9, inclusive, in Block 
31; all of Block 32; Lots 3 to 41, inelusive, in Block 
o3; Lots 17 to 51, melusive, in Block 34; Lots 12 
to 18, inclusive, in Bloek 35; Lots 40 to 53, inclusive, 
and Lot 114 in Bloek 36. [14] 


It Is Further Ordered that copies of this Order 
shall be delivered to each of the persons or agencies 
hereinabove specifically mentioned, and that the 
United States Marshal shall forthwith post in a 


Sam Block 13 


conspicuous place upon each of the oil derricks and 
tanks within the above described area, a notice, 
substantially as follows: 


“NOTICE 
To All It May Concern 


Under the Second War Purposes Act, this prop- 
erty is taken by the United States of America for 
war purposes. 


You enter upon this property at your own hazard. 


UNITED STATES OF AMERICA 
By Defense Plant Corporation”’ 


Dated this 28th day of September, 1942, at 11:44 
o’elock a.m. 
C, E. BEAUMONT, 
United States District Judge. 


Presented by: 
LEO V. SILVERSTEIN, 
United States Attorney. 


IRL D. BRETT, 
Special Assistant to the 
Attorney General. 


FREDERICK H. STEINMETZ, 
Special Attorney, Lands Divi- 
sion, Department of Justice. 


By FREDERICK H. STEINMETZ, 
Attorneys for Plaintiff. 


[Endorsed]: Filed Sept. 28, 1942. [18] 
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[Title of District Court and Cause. ] 
DECLARATION OF TAKING Wo. 1 

‘lo the Honorable, the United States District Court: 


For and on behalf of Reconstruction Finance 
Corporation, a corporation duly created by the 
United States of America, pursuant to 47 Stat., 
Chapter 8, Pages 5-12, approved Jannaty 22; 1952 
(15 U.S.C. 601-617), as amended, it is hereby de- 
elared that: 

1. The lands hereinafter described are hereby 
taken in the name of United States of Ameriea, 
your petitioner, for the purposes hereinafter stated, 
under and in accordance with sub-paragraph (5) of 
Section od of the Reconstruction Finance Corpora- 
tion Act (15 U.S.C, 601-617) as amended by the Act 
of Congress, approved Mareh 27, 1942 (Public Law 
506, Seventy-seventh Congress 15 U.S.C. 606 b) 
which amendatory act authorized the acquisition of 
land in the name of United States of America, peti- 
tioner herein, upon application of Reconstruction 
Finance Corporation, pursuant to the provisions of 
the Act approved August 1, 1888 (25 Stat. 357) as 
amended, and Sections 1, 2 and 4 of the Act ap- 
proved February 26, 1931 (46 Stat. 1421) as 
amended. [19] 

2. It has been determined to be necessary and 
advantageous to the carrying out of the authority 
vested by Reconstruction Finance Corporation in 
Defense Plant Corporation, a corporation created 
pursuant to Section 5d of the Reconstruction Fi- 
nance Corporation Act, as amended (47 Stat. Chap- 
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ter 8, Pages 5-12) to acquire the lands hereinafter 
desevibed, in order to provide facilities for the stor- 
age of natural gas; and 

3. A general description of the lands being taken 
is set forth in Exhibit ‘‘A,”’ attached hereto and 
made a part hereof, aud is a description of a portion 
of the lands described in the petition filed in the 
above entitled cause. 

4. A plat showing the lands taken is attached 
hereto and made a part hereof, and is designated 
Exhibit ** B.”’ 

5. The estate taken for said public uses is the 
absolute fee simple title thereto, subject, however, 
to existing easements for public utilities. 

6. The sum estimated by Reconstruction Finance 
Corporation as just compensation for said lands 
with all buildings and improvements thereon and 
all appurtenances thereto, and including all inter- 
ests hereby taken in said lands is fully set forth in 
Exhibit ‘‘A,’’ attached hereto and made a part 
hereof, which sum has been duly authorized to be 
deposited, and the said sum herewith is deposited 
in the Registry of this Honorable Court, for the 
use and benefit of the persons entitled thereto. 


In Witness Whereof, the petitioner has caused 
this declaration to be signed in its name by Recon- 
struction Finance Corporation, which has duly se- 
cured the executing of this declaration by its As- 
sistant Treasurer, and its corporate seal to be af- 
fixed, and to be duly attested by its Assistant Secre- 
tary pursuant to authorization by the Board of 
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Directors, this 22nd day of October, 1942, in the 
City of Washington, District of Columbia. 
[Seal] RECONSTRUCTION FINANCE 
CORPORATION 
By H, LASULLIVAN, 
Assistant Treasurer. 
Attest: 
By M. C. MULLIGAN, 
Assistant Seeretary. [20] 


EXPABEY ‘ot 
The Jands which shall be the subject matter of 
this Declaration of Taking are situated in the City 
of Los Angeles, State of Califorma, and are more 
fully described as follows: 


Parcel One 

That part of Tract No. 9809 as shown om Hep 
recorded in Book 145 of Maps, at pages 91 to 96, 
inclusive, in the office of the County Recorder of 
Los Angeles County covering: 

Lots 7 to 14, inclusive, in Block 7; Lots 3 to 25, 
inclusive, in Block 8; all of Block 9; Lots 1 to 20, 
inclusive, in Bloek 10: all of Block 11: all of Block 
12: all of Block 13; all of Block 14; all of Block 15; 
Lots 1 to 13, inelusive, and Lots 25 and 26 in Block 
16; Lots 1 to 13, inelusive, and Lots 23 to 26, inelu- 
sive, in Bloek 17; Lots 12 to 21, inclusive, in Bloek 
18; all of Block 19; all of Bloek20; all of Bigghezae 
all of Block 22; all of Block 23; all of Block 24; all 
of Block 25; all of Block 26; Lots 13 to 27, inelu- 
sive, in Block 27; all of Block 28; all of Block 2 
all of Block 30; Lots 4 to 9, inclusive, in Block 31; 
all of Block 32; Lots 3 to 41, inclusive, in Block 33; 
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Lots 17 to 51, inclusive, in Block 34; Lots 12 to 18, 
inclusive, in Block 35; Lots 40 to 53, inclusive, and 
Lot 114 in Block 36. 

Excepting Therefrom (1) pumping plant and 
reservoir of Palisades Del Rey Water Company, a 
corporation, in Lot 7, Block 15 of said Tract 9809; 
(2) transformer station of Bureau of Power and 
Light of the City of Los Angeles, located on Lots 
1-6, inclusive, of Block 15 in said Tract 9809. [21] 


ESTIMATED JUST COMPENSATION 


Seven hundred forty thousand, four hundred 
sixty-nine dollars ($740,469.00). 


[Endorsed]: Filed Oct. 26, 1942. [22] 


LANDS DIVISION ACQUISITION 
Re: United States v. Certain Parcels of Land in 
County of Los Angeles, State of California, 
ete., et al. Civil No, 2454-B, Department of Jus- 
tice Reference No. RJL-ICH 33-5-882. 


Acquisition in behalf of the Reconstruction Fi- 
nance Corporation, acting in behalf of Defense 
Plant Corporation. 

To: August Weymann, a duly licensed and prac- 
ticing attorney of the State of California admitted 
to practice in the Federal Courts of the Southern 
District of California and a duly appointed and 
qualified Special Attorney of the Department of 
Justice, Lands Division, assigned to the Los An- 
geles office of the Department of Justice and under 
the. supervision of the undersigned. 
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Under and pursuant to the authority vested in me 
by letter from the Attorney General dated October 
19, 1943, you are hereby appointed as co-counsel in 
the above entitled action and authorized and di- 
rected to appear as an attorney of record on behalf 
of the plaintiff in said case and to otherwise partici- 
pate in the conduct of said cause and take any and 
all proceedings necessary and proper to conelude 
said action, including the entry of final judgment 
therein. 

Done at Los Angeles, California, this Ist day of 
November, 1943. 

/3/f TRLAD. BREDPT, 
Special Assistant to the 
Attorney General 


[Endorsed]: Filed Dec. 3, 1943. [23] 


(Department of Justice Seal) 
Office of the Attorney General 
Washington, D. C. (25) 
March 31, 1944 
Mr. Irl D. Brett 
Special Assistant to the Attorney General 
and 

Mr. August Weymann 

Special Attorney, Lands Division 

Department of Justice 

S08 Federal Building 

Los Angeles 12, California 


Gentlemen: 
You and each of you are hereby specially ap- 
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pointed, designated, directed, and empowered to 
appear as attorneys of record for and on behalf of 
the United States of America in the condemnation 
cases designated by Civil Numbers 2454-B, 3128-OC 
and 189-ND, pending in the District Court of the 
United States in and for the Southern District of 
California, Central and Northern Divisions, includ- 
ing all tracts therein. 


You and each of you are further specially di- 
rected and empowered to prosecute to a conclusion 
the above-identified proceedings and to sign and file 
all pleadings, stipulations, and other documents 
therein which you or either of you from time to time 
may deem necessary or expedient. 


I hereby ratify and confirm all acts heretofore 
taken by you or either of you in the above pro- 
ceedings. 

Respectfully, 
FRANCIS BIDDLE, 
Attorney General. [24] 


[Title of District Court and Cause. ] 


SUBSTITUTION OF ATTORNEY 


To the Above Entitled Court, and to the Attorneys 
for the Defendants: 


Please take notice that by written direction of the 
Attorney General dated June 5, 1944, filed with the 
Clerk of this Court on June 9, 1944, Eugene D. 
Williams, Special Assistant to the Attorney General, 
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is hereby substituted for and in the place and stead 
of Irl D. Brett, Special Assistant to the Attorney 
General, as attorney for the Plaintiff in the above 
entitled action. 


Wated: June 9, W9a4. 


/s/ EUGENE D. WILLIAMS, 
Special Assistant to the At- 
torney General 
Attorney for Plaintiff. 
/3/ Side 1). BQ, 
Special Assistant to the 
Attorney General. 
So Ordered: Dated June 13th, 1944. 


PAUL J. McCORMICK, 
Judge. 


[Endorsed]: Tiled June 13, 1944. [25] 


[Title of District Court and Cause. ] 


MOTION FOR LEAVE TO FILE AMENDED 
COMPLAINT AND ORDER THEREON 


Comes now the plaintiff in the above entitled 
action and moves the Court for leave to file its First 
Amended Complaint herein as and for 1ts Complaint 
in said action, which said proposed First Amended 
Complaint is presented herewith. 


Said motion is made upon the Affidavit of August 
Weymann, Special Attorney, Lands Division, De- 
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partment of Justice, verified the 11th day of Jan- 
uary, 1944, the written Stipulation of Bodkin, Bres- 
lin and Luddy, the attorneys of record for the de- 
fendant Treasure Company, and the written Stipu- 
lation of Leland J. Allen, [26] the attorney of 
record for the defendants The Adamant Company, 
Walter B. Scoviile and Harry Wynn. 


Dated: January 12, 1944. 


IRL D. BRETT, 
Special Assistant to the 
Attorney General 


By A. WEYMANN, 
Attorney for Plaintiff. 


ORDER 


Upon the motion of plaintiff for leave to file its 
First Amended Complaint herein, and good cause 
appearing therefor, and it appearing that the only 
parties entitled to notice of said motion have by 
written stipulation waived such notice, 


It Is Ordered that the plaintiff have leave to file 
its First Amended Complaint presented on said 
motion. 


Dated: January 12, 1944. 


C. E. BEAUMONT, 
United States District Court 
Judge. 


[Endorsed]: Filed Jan. 12, 1944. [27] 
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In the District Court of the United States, In and 
For the Southern District of Califorma, Cen- 
tral Division 


No. 2454-B Civil 


UNITED STATES OF AMERICA, for the use of 
RECONSTRUCTION FINANCE CORPO- 
RATION, a Federal Corporation, acting in be- 
half of DEFENSE PLANT CORPORATION, 
a Federal Corporation, 

Plamen: 


VS. 


CERTAIN PARCELS OF LAND IN THEO 
OF LOS ANGELES, COUNTY OF LOS AN- 
GELES, STATE OF CALIFORNIA; SAM 
BLOCK, 

Defendants. 


FIRST AMENDED COMPLAINT 


Comes now the plaintiff, United States of Amer- 
ica, and upon leave of Court, first duly had and ob- 
tained, files this, its First Amended Complaint, on 
behalf, and at the request, of Reconstruction 
Finance Corporation, a Federal corporation, by its 
duly authorized officer, hereinafter referred to as 
the ‘Requesting Officer,’’ and under the direction 
and by the authority of the Attorney General of 
the United States, and for cause of action against. 


the above named defendants and each of them, com- 
plains and alleges: 
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iP 
That the plaintiff is entitled, empowered and au- 
thorized to acquire by the exercise of the power of 
eminent domain, all of the property hereinafter de- 


seribed, for the uses and purposes hereinafter set 
forth. 


JO 

That pursuant to the provisions of the statutes 
hereinafter set forth the said Reconstruction 
Finance Corporation, by its said Requesting Officer 
for and in behalf of the United States, has deter- 
mined that the property hereinafter described is 
suitable and necessary for the purposes of the 
United States, and has selected and designated such 
property for acquisition by the United States in 
these proceedings, and that said selection, designa- 
tion, and determination ever since have been and 
now are, in full force and effect. That the purposes 
for which the plaintiff is taking said property, as 
hereinafter set forth, are necessary and constitute 
a public use, which use is authorized by law; that 
the acquisition of said property is and will be of 
greatest public benefit and to the least private in- 
jury; that plaintiff is informed and believes, and 
upon such information and belief alleges, that no 
part of said property has heretofore been appropri- 
ated to any public use; and, if any part or portion 
thereof has heretofore been so appropriated, the 
use to which said property is herein sought to be 
condemned and appropriated, is a more necessary 
and a paramount public use. 
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Til. 

That plaintiff is informed and believes, and upon 
such information and belief alleges, that the prop- 
erty described under each parcel number as here- 
inafter set forth, constitutes the whole of the parcel 
and not a part or portion of a parcel. [80] 


NEM 

That this action is brought by the plaintiff under 
the authority and pursuant to the provisions of the 
Act of Congress, approved January 22, 1932, 
(U.S.C. 601-617) as amended, and Publie Law 507, 
Tith Congress, approved March 27, 1942, and Exee- 
utive Order 9217, issued by the President of the 
United States [31] on August 7, 1942, by virtue of 
and pursuant to authority vested in him by Title 
TI of the Second War Powers Act, 1942, approved 
March 27, 1942 (Public Law 507, 77th Congress), 
which acts and executive order authorizes the Re- 
construction Finance Corporation to acquire by 
condemnation property deemed necessary for mili- 
tary, naval, or other war purposes. 


Ue 

That the public use for which the property here- 
inafter described is sougth to be condemned and 
taken is the establishment of a reservoir for the 
storing and conservation of natural gas to relieve a 
shortage of gas which would impede the war effort: 
that the said Reconstruction Finance Corporation 
has determined that it is necessary for war purposes 
to acquire the property hereinatfer deseribed, for 
the establishment of the said reservoir. 
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UO 

That the Requesting Officer hereinbefore men- 
tioned is Leo Neilson, Assistant Secretary of the 
Reconstruction Finance Corporation; that said Re- 
construction Finance Corporation is an agency of 
the United States; that by letter to the Attorney 
General of the United States, dated September 
19, 1942, said Requesting Officer requested the in- 
stitution of this proceeding for the purposes here- 
in set forth, on behalf of the said Reconstruction 
Finance Corporation, and of Defense Plant Cor- 
poration, a Federal corporation; that said Defense 
Plant Corporation is an agency of, and is wholly 
owned and controlled by the aforesaid Reconstruc- 
tion Finance Corporation. 


That on September 18, 1942, said Reconstrue- 
tion Finance Corporation, by a resolution duly 
adopted by its Board of Directors, resolved and 
determined that it was necessary for war purposes 
that the property, real, personal, and mixed, here- 
in deseribed, be acquired by condemnation, and 
that in connection therewith, the immediate right to 
occupy, use and improve said property be acquired; 
that its secretary or assistant secretary be author- 
ized, and are authorized, and directed, to request 
the Attorney General of the United States to cause 
the necessary proceeding to be instituted for the 
condemnation and taking of said property, and 
further, to cause the necessary action to be taken 
to occupy, use, and improve said property, pur- 
suant to the provisions of the Act of Congress, ap- 
proved March 27, 1942 (Public Law 507—77th Con- 
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gress) and Executive [32] Order 9217, issued by 
the President of the United States, August 7, 1942, 
by virtue of and pursuant to authority vested in 
him by said Public Law 507, 77th Congress. 


x. 
That the estate or interest in the property here- 
inafter described which the plaintiff in this aetion 
intends and seeks to take, acquire, condemn, hold, 


and own 1s: 


(a) The full fee simple title te the real prop- 
erty hereinafter described, subject, however, to 
existing easements for public utilities: 


(b) Title to all the personal property and trade 
fixtures, hereinafter described, free and clear of all 
liens and encumbrances, located on said real prop- 
erty or on any part thereof, on the 28th day of Sep- 
tember, 1942. 


A. 

The real property hereinabove mentioned which 
is to be taken and condemned in this action con- 
sists of those certain lots, pieces, or pareels of land 
situated in the County of Los Angeles, State of 
California, together with all and singular the ten- 
ements, hereditaments and appurtenances thereunto 
belonging or in auy wise appertaining, together 
with all buildings, structures, works and fixtures 
located in or upon said parcels of land or any of 
them and which are a part of the said realty; said 


parcels of land are more particularly described as 
follows, to-wit: [383] 
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Parcelsr 


Lots 2, 3, 4, 7, 8, 24 to 34 inclusive, 37 to 45 in- 
elusive, Lot 35 except the East 20 feet thereof and 
Lot 36 except the West 20 feet thereof, Block 18 
of T'ract No. 9809 in the City of and County of Los 
Angeles, State of California, as per map recorded 
in Book 145 Pages 91 to 96 inclusive of Maps in 
the office of the County Recorder of said County. 

Also all those portions of 83rd Street (formerly 
Salazar Drive) Gulana Avenue, Manchester Ave- 
nue and Saran Drive, to the centers thereof, which 
lie in front of said land. [34] 


Pareel No. 1038 


Lots 1 to 24 inclusive in Block 14 of Tract No. 
9809, in the Citv of Los Angeles, County of Los 
Angeles, State of California, as per map recorded 
in Book 145 Pages 91 to 96 inclusive of Maps in 
the office of the County Recorder of said County. 


Also all those portions of Saran Drive, Man- 
chester Avenue, Gulana Avenue, Talbert Avenue 
and Talbert Street (formerly Talbert Avenue), to 
the centers thereof, which le in front of said lots. 


XOUGL 
That the property which the. plaintiff by this ac- 
tion intends and seeks to take, acquire, and con- 
demn, hold and own, includes the following: 


All pipe, machinery, appliances, equipment, 
tanks, structures, tools, supplies, and all other prop- 
erty, whether real or personal, which were located 
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in or upon any of the said tracts of land herein- 
above described on the 28th day of September, 1942, 
and whieh on said day were used, or were useful, 
in the operation of any oil and/or gas wells, upon 
any of said parcels of land. or in the treating, stor- 
ing, or disposing of the products of any of such 
wells. 
NE. 

That plaintiff is unable to determine at tis 
time how much of the property generally described 
in the last preceding paragraph is to le deemed 
part of the real property on which it is loeated, 
for the reason that plaintiff does not now know 
the terms of the oil and gas leases under which 
said property was placed upon the premises for the 
purpose of producing oil and gas therefrom; and 
plaintiff therefore designates all of said property 
as personal property and trade fixtures, solely for 
the purpose of identifying the same as part of the 
property to be taken in this proceeding, and will 
ask leave of Court to amend this complaint accord- 
ingly if and when it shall be ascertained that any 
of the property herein designated as personal prop- 
erty and trade fixtures is, in fact, part of the realty 
upon which it is located. 


XV. 

That an inventory of all of the property referred 
to and described in the last two preceding para- 
graphs hereof is filed with the Clerk of this Court 
for the inspection of any interested party, and the 
plaintiff will, upon demand, deliver a copy thereof 
to any party to this proceeding. 
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SOV IL 
That under the provisions of the Second War 
Powers Act of 1942, [36] approved March 27, 1942 
(Public Law 507—77th Congress), it is provided, in 
part, as follows: 


‘Upon or after the filing of the condemna- 
tion petition, immediate possessioi may he 
taken and the property may be occupied. used 
and improved for the purpose of the Act not- 
withstanding any other law;”’ 


that by reason thereof the United States is entitled 
to immediate possession and use of the property 
herein sought to be condemned; 


That the Assistant Secretary of the Reconstrue- 
tion Finance Corporation, in a letter dated Sep- 
tember 19, 1942, mentioned in Paragraph VITI of 
this complaint, stated, in part, that it is vital to 
the successful prosecution of the war that the 
United States be granted the immediate right of 
possession of the hereinabove described property, 
and requested the securing by the United States of 
such right of immediate possession. 


Wherefore, plaintiff prays judgment; 


1. That the Court ascertain and assess the value 
of the property herein sought to be taken and con- 
demned and of each and every separate estate or 
interest therein. 


2. Adjudging that the public uses for which 
plaintiff takes and condemns said property are nec- 
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essary public uses of the plaintiff and that the uses 
to which said property are to be applied are uses 
authorized by law and that all of the said property 
so taken is necessary thereto. 


3. Adjudging that the full fee simple title to 
the lands hereinbefore described is vested in the 
United States of America subject, however, to exist- 
ing easements for public utilities; and further ad- 
judging that title to all of the property, whether 
real, personal or mixed, used or useful in connec- 
tion with the operation of any oil and/or gas wells 
upon any of said parcels of land or in the treating, 
storing or disposing of the products of any such 
wells is vested in the United States of America free 
and clear of all liens and encumbrances; and fur- 
ther adjudging that the right to just compensation 
for the lands and property hereinbefore described 
is vested in the persons entitled thereto, as their 
respective interests may appear and be [87] estab- 
lished by judgment herein. 


4. That an order issue from this Court vesting 
the right to unmediate possession in the plaintiff 
of the lands and property herein deseribed and 
sought to be condemned in this action and directing 
all parties in possession thereof to forthwith vield 
up possession of the same to the plaintiff. 


5. That all liens or encumbrances against any 
of the property sought to be taken and condemned 
herein be satisfied out of the award or awards to be 
made in this porceeding. 


6. That the plaintiff have such other and fur- 
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ther relief as to the Court may seem just and proper 
in the premises and as the nature of the case may 
require. 
IRL D. BRETT 
Special Assistant to the 
Attorney General 


By /s/ IRL D. BRETT 
Attorney for Plaintiff 


[Endorsed]: Filed Jan. 12, 1944. [38] 


[Title of District Court and Cause. ] 
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Inventory of the Property and Equipment Referred 
to in Paragraphs XIII, XIV and XV of the 
First Amended Complaint Filed Herein, and 
Which is to be Acquired by Condemnation in 
the Above Entitled Action. [39] 


INDEX 

Companies and 

Well Locations Page 
icleOnlCo, No. 10.............5.45 2) eee 1-5 
Welpicy Oil & Gas Co...... 2.620060. b seas 148-151 
Welemey Oil & Gas Co. Line.......:..... 27998 143 
ibe), IEA LAC a Sea are ee rire 3 114-115 
MeN: D cin. sok. sss. 4. ved. 116 
Del Ie\? INCA ene ea een Re ee 117-118 
engecrvelNO: 1.2... 6s... ewes. bee 6-14 
ieemicdom Vell No, 29-2.......4.2.8..eyeeeee 14-18 


emery alan MW. Co No. 1... oc. is neees sles 18-25 
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Companies and 


Well Locations Page 
McAdams Del Rey No. 1.............) 3am 25-34 
McAdams Del Rey No. 2............. 3 39-45 
McAdams-Elhott No.1 .............. 33a 46-54 
McAdams-Ellhiott Tank Setting ........ 733s 147 
McAdams Tool Hotise ................ 2 0-09 
Petrol Big Ben No. 1.....202....... 7 ee 60-63 
Petrol Oil Co. (at McAdams del Rey No. 1). ..63-65 
iovalty Service Corps... ane 66-97 (& 152) 

Weel 12-1: cee ee 74-75 

Well 18-1 (ogee es se 75-77 

Well F-] Bree ten 4. 5 77-78 

Well Lisl yee ake a =. ee 78-79 

Well L-4c53 oa se ees 79-80 

Well Pomoc No. 1 ............. 9) ee 80-81 

Well 2400 eh oo cn ee 82-83 

Well Li-3 322 see sce agenlsc a: Gee ee 83-84 
Samarkand, OuwCom ye 2 ee 98-104 
So. Cal. Drilling Co. Well No. 1....... 333m 152 
Treasure, Well Nowd 22... 22.22 eee 105-113 
Triangle Oil and Refining Co. ............ 144-146 
Vidor No. U sskyesue. 2+. s ee ee 119-120 
Wider NO. 20.008 sae 5. os eee 121 
Nidor No. Shvvcdeecn des ass ee eee 122 
WadoOt NOeS 2.4 asso ga ee 123-124 
Vidor No. 6 2. esse oss cc eene ne eee 125 
Vidor No. 7 . wc... ee cece rrr 126 
Widor No. SP. . 2.060500 00.00 0ee ss rrr 1a 
Vidor Nov9 ........005014045 er 128 
Vidor No. 10 sect ce ee 129 


Vidor No. 1] ..cceen ce Se eee 130 
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Companies and 


Well Locations Page 
idole ISO; 7 rear nnrarn  ) Ane ie 
NCO 1G) 6 ire ct ee 1 1S 
NrilomoNO. 14... 2... ee. ce ess eee oe 134 
WV GlGie INO) LS) erin 0 tb 135-136 
\ICKOI INO: 1G ro 137 
iGO? ING. 1 {AMR 138 
PitormeNes, 7. 8, 10,1213 ......2...55 ae 133 
Sa@or Uease Tank Setting ..........255.98 139-142 

Mlesoa: JO 141 

DOLCE 5.6 ol PPS. 5 142 


Union Oil Company of California. Inventory of 
Materials and Supplies Taken Over by Defense 
Plant Corporation—September 29, 1942. Block 
Oil Company, 1055 8. La Brea St., Los Angeles, 
California. 


Quantity Description 
Block Oil Company No. 10 


1 Buda Y R 425 Cly. Gas Engine 

1 10” 8 Groove C Section Pulley (Reduction 
Gear ) 

1 8’8Groove C Section Pulley (Motor) 

8 V Belts 3’ centers 

1 Westinghouse Reduction Gear 
Ratio 32.1 Serial N. 11597 Style SE 389 

6’ 34” Garden House 

1 %4x4’ Nipple 

1 1x Bushing 


34 


Umted States of America vs. 


Quantity Description 


liad 


Block Oil Company No. 10 
Collar 
1” x Clo. Nipple 
1” guick opening valve 
1 x 4 Nipple 
1” Street Ell 
12” x 5’ Gas Drip 
1 x 6 Nipple 
1” Fisher House Regulator 
1” Std. Mall Ell 
1” Clip Gate 
1” Std. Mall Tee 
1” x 24” Nipple 
1” R R Union 
1” Line Pipe 
Bowlers Crank w/12 weights 
Kmsco Pitman 
Morgan Wrist Pin 
24” Wood Walking Beam 
1030 Rotary Chain 
1” x 48” Turo Buckle 
16” x 16” Wood Sampson Post w/8” x 8” Brace 
Ratigan Rocker 
Horse Head unknown make 
Ratigan Carrier Bar 
Ratigan No. 50 Polish Rod Grip 
114” Wire Line Sling w/Babbit Ratigan ‘*Is”’ 
8” x 12” x 8” Chemical Tank 
Manzel Treolite Pump w/check valve and sight 
glass 
1)” Stop cocks 
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Quantity Description 
Block Oil Company No. 10 
10 44” Copper Tubbing 
2 1,” Copper Tubbing Connection 
1 3x12 Nipple 
2 3” Std. Mall Ell 
2 3’ Std. Mall Tee 
3 3x05 Nipple 
1 3” Kew Union 
10 3”°8T L Pipe 
2 216 Gal. Foamite Ext. 
2 2” x6" Nipple 
4 2” x 4" Nipple 
2ae2 1h P Collar 
1 2” Std: Mall Ell 
2 2” x12” Nipple 
1 2” Std. Mall Tee 
3 2” Std. Clip Gate 
2) 2” Line Pipe 
2 2” Std. Mall Tee 
ie © i Plug 
ie vel, Union : 
1 2”Std. Brass Gate Valve “@ 
1 65g Baash Ross Tubing Head w/3” Side outlet 
4” M Con. Top. . 
3° x 2” Bushing 
ty” x 4” Nipple 
1,” « Clo. Nipple 
iy” Brass Valve 
t/,” Brass Stop Cock 
3” x 6” Nipple 
3” x 4” Nipple 


Se ee De eH 
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Quantity Description 


re 


Ce 
INS 


Ha 


Block Oil Company No. 10 
3” N.R.S. Sed. L.B.B.M. Gate Valve. 
3 x2” Swage 
2” Collar 
2 ie ime IPipe 
2” x 4" Nipple 
2 x 8” Nipple 
2” Std. Mall Tee 
2 x 14 Bushing 
1,” x 6” Nipple 
14,” Brass Clo Valve 
2”Std. Mall Ells 
2” RR Union 
2” x 18” Nipple 
2” Std. Brass Swing Ck. Valve 
2” Collar 
3” x 2” Swage Nipple 
4” J, P Collar 
4” x 3” Swage 
3” FE H Mall Cross 
3” x 1” Swage Nipple 
1” Tee 
1” x 4” Nipples 
1” Chip Gate 
1” x 14” Bushing 
1” x 4” Bushing 
1,” Street Ell 
3” Oil Well Imperial ‘‘C’’ Stuff. Box 
3° 8T Line Pipe 
3” Kew Union 
3” x 6” Nipples 


San Block 


Quantity Description 
Block Oil Company No. 10 

1” Tee 
1” x 14” Bushing 
iy” x 4” Nipple 
1,” Clip Gate 
1” x Clo. Nipple 
1” x 4” Nipple 
1” Clip Gate 
1” Std. Mall Ell 
1” x 14” Bushing 
3 I.B.B.M. Swing Ck. Valve 
3 Crane Std. N.R.S. Sed. Gate Valve 
3” Std. Mall Tee 
Trumble Gas Trop 20” w/D Slide Valve 
2” Mall Ell 
3 x 2” Swage 
3” x 12” Nipples 
3° Std. Mall Ell 
4” x 3” Swage 
3” Relief Valve 
1” x 36” Turo Buckle 
mere x 2 Mall Tee 
3” x 214” Swage Nipple 
21%” Line Pipe 
214” R. R. Union 

1 214” Std. Mall Ell 

2 2” Std. Mall Ell 
30° 2”-111% Line Pipe 

1 2” Tee 

1 2”x,” Bushing 

2 1,"x6" Nipples 


oe ee oc cn ee 


ph 
rm Q 
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Quantity Description 


eo a Co 


al 


Block Oil Company No. 10 

Vf,” x 2” Nipples 

1,” Tee 

If” Clip Gate 

1%,” Brass Glo Valve 

14” x 4” Bushing 

1,” Copper Tub Con 

2” x 6” Nipple 

2” Brass Glo Valve 

2” x 116” Bushing 

11,” x 8” Nipple 

114” American Sed. Relief Valve 

114.” x 4” Nipples 

11,” Ell 

2” RR Union 

122’ McClintock & Marshall Derrick 8 x 8 x % 
Starting Legs, Straight Ladder, Run-around 
and Crows nest and wood finger 

2” Sheave Prod. Crown 


500° 1” Tubbing Line 
200 14” Conduit Galv. 


4) 
8 


Reflectors 16” 
1,” Conduit outlets 


550’ 214,” Line Pipe T & C 


li 


at tk 


21,” Mall Ell 

214" x 3” Swage 

3” Kew Union 

3° x 4” Nipple 

odie Collar 

4” x 3” Swage Nipple 
4” Mall Tee 
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Quantity Description 
Block Oil Company No. 10 
1 4x Clo Nipple 
1 4” Clip Gate 
1 6” x4’ Swage 
1 6° Tank Flange 
1 4x2” Swage 
6 2” Clip Gates 
J1 2” x6” Nipples 
D 2” Mall Tees 
13 2” Mall Ells 
2 2” LP Collars 
300° 2” Line Pipe 
10 2” RR Unions 
2x Clo Nipple 
2” x 8” Nipple 
2” x 10” Nipples 
2” 45 Ell 
2” Tank Flag 
Yf” Tank Flanges 
1,” Brass Glo Valves 
16” x 4” Nipples 
1” x 12” Nipple 
1,” Street Ell 
1,” Mall Ell 
oOo Sl Pipe 


pi 
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1 3” Mall Ell 

1 2” Kew Union 

ee? (OlPhic 

1 Burros Dehydrodating Heater 31” Dia x 6’ high 
w/Stock 

1 6” Rapid Tank Flange 
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Quantity Description 
Block Oil Company No. 10 
1 6” x4’ Swage 
1 4°NRS 1.B.B.M. Gate Valve 
1 4x Clo Nipple 
2 4” Ell Mall 
1 4’ x6" Nipples 
60° 4” 8T Line Pipe 
1 4”x3” Swage 
1 3” Clip Gate 
10’ 3” 8T Line Pipe 
1 3” Bull Plug 
1 3” Tank Flange 
1 3”x 2” Swage 
12 Clin Gate 
1 2” x8" Nipple 
40’ 4” 8T Line Pipe 
1 4’ Mall Tee 
4” Mall Ell 
2 4x3” Swages 
2 3” Collars 
80° 3” 8T Line Pipe 
3” Mall Ells 
3° x 4” Nipples 
3” Kew Unions 
3” Mall Tees 
3” Clip Gates 
2 3” Bull Plugs 
4950’ 34” Sucker Rods 
1500° %” Sucker Rods 
6487 214” 10-thread upset tubing 
6275’ 7” casing 
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Quantity Description 
Block Oil Company No. 10 
306’ 584” liner 
1 16” Gaso Pump & Burner Co. vacume compressor 
Cyl. operated by Walking Beam 3” Suction 
2” Discharge 
10° 1240 Rotary Chain 
2 2-3 Reag. 600 Boe Boiler Tanks 
2 4” Rapid Tank Flanges 


[Endorsed]: Filed January 20, 1944. [45] 


FTitle of District Court and Cause. | 
AMENDED ANSWER OF SAM BLOCK 


Comes now Sam Block, and upon stipulation and 
with leave of court first had, and files this, his 
amended answer to the amended complaint and ad- 
mits, denies and alleges as follows, to wit: 


I 

Answering the allegations of Paragraph 7, denies 
that on September 18, 1942, said Reconstruction 
#inance Corporation by resolution duly adopted or 
otherwise by its Board of Directors, resolved and 
determined that it was necessary for war purposes 
that the personal and mixed property in said com- 
plaint. be acquired by condemnation, or that in con- 
nection therewith, the immediate right to take, use 
or Improve said personal or mixed property be 
acquired, and denies that there was an authorization 
or direction to request the Attorney General of the 
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United States to cause the necessary proceeding to 
be instituted for the condemnation and taking of 
said personal or mixed property, and in this con- 
nection further alleges that no resolution, authoriza- 
tion or direction to take, acquire er use the personal 
or mixed property described [46] in said complaint 
was enacted or became effective until on or about 
October 24, 1943. 


Ll. 

Answering the allegations of paragraph LX, this 
answering defendant admits that he claims to have 
some right, title and interest in and to a portion of 
the property described in paragraph XI of said 
First Amended Complaint and designated therein 
as Parcel 87 and Parcel 108, and in this connection 
alleges that this answering defendant is the owner 
of a valid and subsisting oil and gas lease covering 
a portion of said real property; that the real prop- 
erty embraced by said oi] and gas Jease, and upon 
which the oil wells owned by this answering de- 
fendant are situate, is more particularly described 
as follows: 

All of Lot 37 and the Sontherly 103.1 feet of 
Lots 38, 39, 40 and 41, of Block 13, and the 
North 67.78 feet of Lots 1, 2, 3, 4, and 5, Block 
14; all of Lots 7 and 8, and the East 45 feet of 
Lot 31; all of Lots 32, 33, and 34; the West 30 
feet of Lot 35, and the Mast 30 feet of Lot 36; 
all in Block 13; all in Traet 9809, as per map 
recorded in Book 145, pages 91 et seq., of Maps, 
in the office of the County Recorder of Los 
Angeles County; 
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that the reasonable value of said leasehold interest 
of the defendant, as of September 28, 1943, the date 
of the taking of possession thereof by the plaintiff, 
was the sum of $35,000 and that by reason of the 
taking of said property by plaintiff, this defendant 
has been damaged in the sum of $35,000. This 
answering defendant further alleges that he is also 
the owner of certain overriding royalty interests 
entitling this defendant to receive 10 7/12% of the 
eross oil, gas and other hvdrocarbon substances 
saved, produced and sold from the well, formerly 
known as ‘*‘Colly Oil Well No. 1”? and now known 
as ‘‘Block Well No. 10’’, situate on said real prop- 
erty hereinabove described; that the reasonable 
value of said royalty interest owned by this defend- 
ant as of said date was the sum of $6,500; that by 
reason of the taking of said property by plaintiff, 
this defendant has been damaged in the sum of 
36.500. This answering defendant further alleges 
that he is also the owner of certain personal prop- 
erty and trade fixtures affixed to or used in con- 
nection [47] with the operation of said oil well 
known as Block Well No. 10 and located on said 
above described real property; that the reasonable 
value of said personal property and trade fixtures 
so owned by the defendant as of October 24, 1948, 
the date of a resolution of the Reconstruction 
Finance Corporation authorizing the taking of said 
property and mixed property, and as of the 12th 
day of January, 1944, the date of the filing of the 
Amended Complaint herein, was the sum of 
$20,401.01, and that by reason of the taking of the 
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said property by plaintiff this defendant has been 
damaged in the sum of $20,401.01. 


Wherefore, defendant prays that he do have and 
recover the sum of $61,901.01, together with such 
interest thereon as is allowed by law for the taking 
of said hereinabove described 1eal property and the 
interests of this answering defendant therein, and 
for such other and further relief as the Court may 
grant. 

RAPHAEL DECHTER 
By 757 5. LY HOw 
Attorney for answering De- 
fendant [48] 


United States of America, 
Southern District of California, 
Central Division—ss. 

Sam Block being by me first duly sworn, deposes 
and says: that he is the defendant in the above 
entitled action; that he has read the foregoing 
Amended Answer of Sam Block and knows the con- 
tents thereof; and that the same is true of his own 
knowledge, except as to the matters which are there- 
in stated upon his information or belief, and as to 
those matters that he believes it to be true. 

SAM BLOCK 

Subscribed and sworn to before me this 25th day 
of June, 1945. 

[Seal] HARRY A. PINES 
Notary Public in and for the County of Los Ange- 

les, State of California 


[Endorsed]: Filed June 29, 1945. [49] 
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In the District Court of the United States, in and 
for the Southern District of California, Central 
Division 

No, 2454-B Civil 


UNITED STATES OF AMERICA, for the Use 
of RECONSTRUCTION FINANCE COR- 
PORATION, a Federal Corporation, Acting 
in Behalf of DEFENSE PLANT CORPORA- 
TION, a Federal Corporation, 

Plaintiff, 
VS. 


CERTAIN PARCELS OF LAND IN THE CITY 
OF LOS ANGELES, COUNTY OF LOS 
ANGELES, a Municipal Corporation, et al., 

Defendants. 


JUDGMENT UPON THE VERDICT 


(As to the Interest of the Defendant Sam Block) 

The above entitled cause came on regularly for 
trial before the above entitled Court, the Honorable 
Campbell E. Beaumont, Judge presiding, on July 
24, 1945, for determination and adjudication of the 
just compensation to be paid by the United States 
of America for the condemnation and taking of the 
leasehold estate of the defendant Sam Block, in- 
cluding all the production facilities and equipment 
used in the operation of the producing oil and gas 
well on said property, formerly known as Colly Oil 
Well No. 1 and now known as Block Well No. 10, 
as of September 28, 1942, as hereinafter set forth, 
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and the just compensation to be paid for the con- 
demnation and taking of certain overriding royalty 
interests entitling the defendant Sam Block to re- 
ceive 10 7/12% of the gross oil, gas, and other 
hydrocarbon substances saved, produced, and sold 
from said leasehold estate, the plaintiff appearing 
by Eugene D. Willams, [66] Special Assistant to 
the Attorney General, and August Weymann and 
Arch G. MeLay, Special Attorneys, Lands Division, 
Department of Justice, as its attorneys, and the 
defendant Sam Block appearing by and through his 
attorneys, Raphael Dechter and B. L. Hoyt. 


A jury of twelve persons was regularly em- 
panelled and sworn to try said action, and evidence, 
both oral and documentary, was introduced by and 
on behalf of the plaintiff and by and on behalf of 
the said defendant on the issues before the Court 
and jury; the case was argued and the jury in- 
structed by the Court, and the cause thereafter sub- 
mitted to the jury, and the jury thereupon rendered 
its verdict in the form and manner as follows, to wit: 


‘“We, the Jury in the above-entitled case, find the 
market value as of September 28, 1942, of the lease- 
hold estate of the defendant Sam Block, including 
all the production facilities and equipment used on 
said date in the operation of the well, to be the sum 
of $20,397.00. 


‘“We further find the market value as of Septem- 
ber 28, 1942, of the 10 7/12 per cent overriding 
royalty of the defendant Sam Block to be the sum 
of $1,857.00. 
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“otal market value of the foregoing as of Sep- 
tember 28, 1942, is $22,254.00. 


‘*Dated: Los Angeles, California, July 31, 1945. 
“ALBERT E. WILSON 


‘*Foreman of the Jury”’ 


And it appearing that on October 26, 1942, pur- 
suant to the provisions of Title 40, Sec. 258(a) 
US8.C.A., the plaintiff filed herein its Declaration of 
Vaking, which included the leasehold estate, together 
with the producing oil and gas well thereon, of the 
said defendant, and which are hereinafter more 
particularly described, and that concurrently with 
the filing of said Declaration of Taking plaintiff 
deposited in the Registry of this Court, as the esti- 
mated just compensation for the taking and con- 
demnation of all of the property [67] in said Dec- 
laration of Taking described, and of which said 
leasehold estate constituted a part, the sum of 
$740,469.00. 


And it further appearing that at the time of the 
filing of the within action, to wit, September 28, 
1942, and at the time of the filing of the Declara- 
tion of Taking aforesaid, the defendant Sam Block 
was the owner of the said leasehold estate, together 
with all the production facilities and equipment 
used on said date in the operation of the producing 
oil and gas well located thereon, and entitled to the 
compensation to be paid for the condemnation and 
taking thereof, 
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It Is, Therefore, Ordered, Adjudged and Decreed, 

as follows: 
le 

That the plaintiff is ordered and directed to pay 
to the defendant Sam Block, as the just compensa- 
tion for the condemnation and taking by the plain- 
tiff, United States of America, of the leasehold 
estate of the defendant Sam Block, hereinafter 
more particularly described, including all of the 
production facilities and equipment used on Sep- 
tember 28, 1942, in the operation of said well and 
on said date owned by the defendant Sam Block, 
the sum of $20,397.00; and the piaintiff is further 
ordered and directed to pay to the defendant Sam 
Block, as the just compensation for the condemna- 
ion and taking by the plaintiff, United States of 
America, of the 10 7/12% overriding royalty owned 
by the defendant Sam Block on September 28, 1942, 
the further sum of $1,857.00. 


ide 

That all right, title, interest, claim, and estate of 
any character whatsoever in, to, or under the oil 
and gas lease and subleases hereinafter described, 
together with all the production facilities and equip- 
ment located in or on Block Well No. 10 or used in 
connection therewith on September 28, 1942, are 
divested from and out of the defendant Sam Block, 
and an unencumbered title thereto and the whole 
thereof, and all interests therein, are vested in the 
United States of America, its successors or assigns; 
and all valid liens and claims of whatsoever nature 
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or description against the said real and personal 
property are transferred from said real and per- 
sonal property to the [68] compensation hereim 
adjudged to be paid to the defendant Sam Block, 
to the end that the United States of America will 
take an unencumbered title to all of said property, 
whether real or personal, free and discharged of all 
hens whatsoever. 


IG 
That the property affected by this judgment is 
located in the City of Los Angeles, County of Los 
Angeles, State of California, and is described as 
follows: 


(a) <An oil and gas sublease executed by H. G. 
Spengler as sublessor to Collv Oil Company as sub- 
lessee, dated March 8, 1935, recorded March 9, 1935, 
in Book 13348, at Page 46 of Official Records, Los 
Angeles County, and affecting all of Lots 7 and 8 
and the Easterly 45 feet of Lot 31. All of Lots 32, 
33, 384 and the Westerly 30 feet of Lot 35, and the 
Easterly 30 feet of Lot 36, all in Block 18 of Tract 
9809. 


(b) An oil and gas sublease made by H. G. 
Spengler as sublessor to Collv Oil Company as sub- 
lessee, dated February 26, 1935, recorded March 9, 
1935, in Book 18329, at Page 93 of Official Records, 
affecting all of Lot 37 and the Southerly 103.1 feet 
of Lots 38, 39, 40 and 41 in Block 13, and the 
Northerly 67.78 feet of Lots 1, 2, 3, 4 and 5 of Block 
If all in Tract 9809. 


(c) All the right, title, and interest acquired by 
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the defendant Sam Block under that certain assign- 
ment from H. G. Spengler as assignor to Colly Oil 
Company as assignee, dated July 20, 1935, recorded 
August 5, 1935, in Book 13618, at Page 10, of Official 
Records of Los Angeles County. 


(d) All the personal property, production facili- 
ties, and equipment which, on September 28, 1942, 
were owned bv the defendant Sam Block and which 
were located in or [69] upon the property affected 
by the above described oil and gas subleases, or 
either of them. 


JAY, 

That the Court retains jurisdiction of this cause 
for the purvose of entering such further orders or 
decrees as may be necessary or proper in the 
premises, including the adjudication of the rights 
of any claimants in or to the compensation to be 
paid by the plaintiff in satisfaction of the awards 
herein made. 


Dated: This 17th day of September, 1945. 
C. E. BEAUMONT 
United States District Judge 


Presented by: 
EUGENE D. WILLIAMS 
Special Assistant to the At- 
torney General 
AUGUST WEYMANN 
AT OHA Gr Nici vex4 
Special Attorneys, Lands 
Division, Department of 
Justice 
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By A. WEYMANN 
Attorneys for Plaintiff 


Approved as to form: 
By RAPHAEL DECHTER 
Attorneys for Defendant Sam 
Block 


Judgment entered Sept. 17, 1945. Docketed Sept. 
17. 1945. C. O. Book 34, Page 726. Edmund L. 
Smith, Clerk. By R. B. Clifton, Deputy. 


[Endorsed]: Filed Sept. 17, 1945. [70] 


[Title of District Court and Cause. ] 
MOTION FOR A NEW TRIAL 
(As to the Interest of Defendant Sam Bleck) 


Comes Now the plaintiff, United States of Amer- 
ica, in the above entitled cause, and moves this 
Court for an order setting aside the verdict of the 
Jury heretofore rendered herein, vacating the judg- 
ment heretofore entered upon said verdict on Sep- 
tember 17, 1945, and granting to plaintiff a new 
trial in the above entitled action as to the Judgment 
Upon the Verdict therein in favor of the defendant 
Sam Block, as to the market value as of September 
28, 1942, of the leasehold estate of the defendant 
Sam Block, meluding all of the production facilities 
and equipment used on said date in the operation 
of the oil well known as Block Well No. 10, upon 
the following grounds and for the following reasons, 
to wit: 
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1. Excessive damages appearing to have been 
given under the influence of passion or prejudice; 


2. Insufficiency of the evidence to justify the 
verdict in the following particulars, to wit, that 
the evidence does not justify a finding of a fair 
market value of $20,397.00 as of September 28, 1942, 
of the leasehold estate of the defendant Sam Block, 
including all of the production facilities and equip- 
ment used on said date in the operation of Block 
Well No. 10; 


3. That the verdict is against law: 
fen) 


4. HKrror in law oceurring at the trial and ex- 
cepted to by the plaintiff in the following particu- 
lars, tO wite 


(a) That defendant was permitted to introduce 
evidence of the market value of the production 
facilities and equipment used to produce Block Well 
No. 10 separately and in addition to the market 
value of said well through the use of said produc- 
tion facilities and equipment; 


(b) In the refusal of the Court to strike out 
the testimony of the witnesses Block, Rubin and 
Rush as to the value of the oi] well producing equip- 
ment and facilities used to produce Block Well No. 
10 separately and apart from the valuation of said 
well as an operating unit. 


This motion is made pursuant to the provisions 
of Section 657 of the Code of Civil Procedure of 
the State of California; Title 28, Section 391, U. S. 
Code, and Rule 59 of the Federal Rules of Civil 
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Procedure, in so far as said provisions of law and 
rules of procedure are applicable to condemnation 
proceedings prosecuted within the State of Califor- 
nia; said motion will be based upon the pleadings 
and papers on file in this proceeding, the exhibits 
offered and received in evidence, the Minutes of the 
Court, and the official Court Reporter’s transeript 
of the testimony upon the trial. 


Dated: September 21, 1945. 


EUGENE D. WILLIAMS 
Special Assistant to the At- 
tornev General 


AUGUST WEYMANN 
Special Attorney, Lands Div., 
Dept. of Justice. 


By EUGENE D. WILLIAMS 
Attorneys for Plaintiff [72] 


Receipt of a copy of the within Motion for a New 
‘Trial is hereby acknowledged, this 21st day of Sep- 
tember, 1945. 


RAPHAEL DECHTER 
B, Le sH@xen 


By R. DECHTER 
Attorneys for Defendant 
Sam Block. 


[Endorsed]: Filed Sept. 21, 1945. [73] 
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Beaumont Los Angeles 
TUESDAY, OCTOBER 2, 1945 
Court convenes at 9 o’clock a.m. 
Present: The Honorable Campbell EK. Beaumont, 
District Judge; R. B. Clifton, Deputy Clerk; Sam 
Goldstein, Court Reporter. 


[Title of Cause. ] 


This cause coming on for further hearing on 
motion of plaintiff, filed September 21, 1945, for a 
new trial as to interest of defendant Sam Block; 
August Weymann, lsq., Special Attorney, Lands 
Division, Dep’t of Justice, appearing as counsel 
for the Government; Raphael Dechter and B. L. 
Hoyt, Esqs., appearing as counsel for Defendant 
Sam Block: 

Attorney Weymann continues argument; Attor- 
nev Dechter argues; and Attorney Weymann argues 
further. The Court denies motion for a new trial. 


[ Title of District Court and Cause. ] 


MOTION TO MODIFY AND AMEND JUDG- 
MENT ON VERDICT TO INCLUDE IN- 
TEREST ON AWARD 


To the Plaintiff Above Named, and to Eugene D. 
Williams. Special Assistant to the Attorney 
General, and to August Weymann and Arch G. 
Mchay, Special Attorneys, Lands Division, De- 
partment of Justice: 


You and Each of You will please take notice that 
the defendant, Sam Block, will, on the 10th day of 
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December, 1945, before the Hon. Campbell E: Beau- 
mont, Judge of the above entitled court, at the hour 
of 10:00 o’clock a.m., on or soon thereafter as coun- 
sel can be heard, move said Court to modify and 
amend the judgment upon the verdict heretofore 
signed and entered on the 17th day of September, 
1945, so as to include interest on the amount of said 
award and verdict at the rate of 6% per annum 
from the 28th day of September, 1942, being the 
date of the seizure and taking of possession of the 
said defendant’s property by the plaintiff, or from 
such other time [75] and upon such other sum as 
the Court mav deem meet and just in the premises. 


Said motion will be made upon the ground that 
the piaintiff did, pursuant to See. 258a, Title 40, 
U.S.C.A., deposit certain moneys with the registry 
of said Court to the use of the persons entitled 
thereto and that no allocation of any portion of said 
amount so deposited upon the taking of the proper- 
ties of the defendant, Sam Block, in the above pro- 
ceedings was made by the plaintiff upon said de- 
posit, and upon the further ground that the plain- 
tiff has refused to allocate or pay to said defendant 
for the taking of said property any sum in excess 
of $7,500.00, and upon the further ground that a 
Judgment upon the verdict has heretofore been 
entered on the 17th day of September, 1945, award- 
ing said defendant, Sam Block, the sum of $22,254.00 
as and for the just compensation for the property 
of said defendant, Sam Block, taken by the plain- 
tiff on said 28th day of September, 1942. 
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Said motion will be based upon said judgment, 
upon the verdict heretofore entered in and about the 
above entitled action, and upon the records, files 
and proceedings heretofore had in and about said 
above entitled action. 


DECHTER, HOYT, PINES & 
WALSH 
By bees Ona 
Attorneys for Defendant Sam 
Block 


[indorsed]: Filed Nov. 21, 1945. [76] 


Los Angeles Beaumont 
WEDNESDAY, DECEMBER 19, 1945. 
Court convenes at 1:45 o’clock p.m. 


Present: The Honorable Campbell E. Beaumont, 
District Judge; R. B. Chfton, Deputy Clerk; Agnar 
Wahlberg, Court Reporter. 


{Title of Cause. ] 


This cause coming on for hearing motion of de- 
fendant Sam Block to modify and amend judgment 
on verdict to include interest on award, pursuant 
to notice filed November 21, 1945; A. Weymann, 
Iisq., Attorney, Lands Division, Department of 
Justice, appearing as counsel for the Government, 
states that counsel have agreed to submit motion. 
it is ordered that the said motion of defendant Sam 
Block to modify and amend judgment on verdict to 
include interest on award is denied. [78] 
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NOTICE OF APPEAL TO CIRCUIT COURT 
OF APPEALS FROM JUDGMENT 


(As to the Interest of the Defendant Sam Block) 

Notice is hereby given that the United States of 
America, the plaintiff above-named, appeals to the 
Circuit Court of Appeals for the Ninth Circuit from 
the Judgment entered upon the Verdict in this ac- 
tion on September 17, 1945, in favor of the defendant 
Sam Block. 


Dated: December 28, 1945. 


/s/ EUGENE D. WILLIAMS 
Special Assistant to the Attorney General, Attorney 
for Plaintiff, United States of America 


[Endorsed]: Filed Dec. 28, 1945. [79] 


ORDER 


Upon the annexed affidavit of August Weymann, 
verified January 22, 1946, and goed cause appearing 
therefor, 

It Is Ordered, that the time for the plaintiff to 
file its record on appeal herein be, and the same 
hereby is, extended to and including March 1, 1946. 


Dated: This 22nd day of January, 1946. 


C. EK. BEAUMONT 
United States District Judge 


[Endorsed]: Filed Jan. 22, 1946. [80] 
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Upon the annexed affidavit of August Weymann, 
Special Attorney, Lands Division, Department of 
Justice, and one of the attorneys of record for the 
plaintiff, the appellant herein, and good cause ap- 
pearing therefor, 


It Is Ordered, that the time for filing record on 
appeal herein under plaintiff’s notice of appeal filed 
herein on December 28, 1945, be and the same here- 
by is extended to and including March 25, 1946. 


Dated: This 28th day of February, 1946. 


C. E. BEAUMONT, 
United States District Judge 


[Kndorsed]: Filed Mareh 1, 1946. [81] 


[Title of District Court and Cause. ] 


DESIGNATION OF RECORD ON APPHAL 
FROM JUDGMENT ENTERED SEPTEM- 
BER 17, 1945 


In accordance with Rule 75 of the Federal Rules 
of Civil Procedure, the plaintiff, United States of 
America, hereby designates all of the following 
vortions of the record, proceedings, and evidence 
in the case to be contained in the record on its appeal 
from the judgment entered herein September 17, 
1945, in favor of the defendant Sam Block: 


1. Original Complaint, omitting therefrom the 
names of all defendants except ‘‘Certain Parcels 
of Land in the City of Los Angeles, County of Los 
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Angeles, State of California; Doe One to Doe Two 
‘housand,’’? and omitting Paragraph VIII there- 
of, [82] and omitting from Paragravh X thereof 
all parcel descriptions therein contained except the 
description of ‘Parcel 1.” Filed September 28, 
1942. 


2. Order for Immediate Possession, omitting 
therefrom the description of all parcels therein con- 
tained except ‘‘Parcel 1.’’ Filed September 28, 
1942. 


3. Declaration of Taking No. 1, omitting there- 
from the descriptions of Parcel 2, Parcel 3, Parcel 
4, Parcel 5, Parcel 6, and Parcel 7, as set forth in 
Exhibit A attached thereto. Filed October 26, 1942. 


4. Letter of Authority from Ir] D. Brett to 
August Weyman. Filed December 3, 1948. 


5. Letter of Authority from Francis Biddle, 
Attorney General, to Ir] D. Brett and August Wey- 
mann. filed April 27, 1944. 


6. Substitution of Attorneys for the United 
States. Filed June 18, 1944. 


7. Motion and Order for filing First Amended 
Complaint. [Filed January 12, 1944. 


8. First Amended Complaint, omitting from the 
caption thereof the names [83] of all defendants 
except Sam Block, and further omitting Paragraphs 
TV, V, and IX thereof, and omitting from Para- 
graph XI thereof, beginning on Page 16 to and in- 
cluding Page 115, all of the parcel descriptions 
except the parcel descriptions of Parcels 87 and 


60 United States of America vs. 


103, which appear, respectively, on Pages 44 and 
51; and omitting Paragraph XII thereof, beginning 
on Page 115 to Page 180, inclusive. Filed January 
12, 1944. 


9, Title page, index page, and numbered pages 
1 to 5, both inclusive, of Inventory of Property and 
Equipment. Filed January 20, 1944. 


10. Amended Answer of Sam Block to First 
Amended Complaint. Filed June 29, 1945. 


11. Judgment Upon the Verdict. Filed Septem- 
ber 17, 19-45. 


12. Motion for a New Trial by plaintiff. Filed 
September 21, 1945. 


13. Minute Order denying new trial. Filed 
October 2, 1945. 


14. Motion of Defendant Block to Amend Judg- 
ment (omitting therefrom defendant’s Points and 
Authorities endorsed thereon). Filed November 
21, 1945. 


15. Minute Order denying Motion of Defendant 
Sam Bleck to modify and amend Judgment. Filed 
December 19, 1945. [84] 


16. Reporter's Transcript of Proceedings, all of 
Pages 1 to 481, both inclusive, being Volumes 1 to 6, 
inclusive, of the transcript. 


17. Reporter’s Transcript of Proceedings on 


Motion for a New Trial, October 1 and October 2, 
1945, Pages 1 to 59, both inclusive. 
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both inclusive, in evidence. 
19. Defendant’s Exhibit B in evidence. 
20. Plaintiff’s Exhibit 3 for identification. 


21. Order Enlarging Time to File Record on 
Appeal. Filed January 22, 1946. 


22. Order Enlarging Time to File Record on 
Appeal (No. 2). Filed March 1, 1946. 


23. This designation. 


Plaintiff and appellant will apply io the District 
Court for an order to send to the Appellate Court 
plaintiff’s original Exhibits 6 and 9 in heu of copies 
thereof. [85] 


Annexed hereto and served with this designation 
is a statement of the points on which the plaintiff 
intends to rely on its appeal. 


Dated: This 15th day of March, 1946. 


/s/ EUGEHNE D. WILLIAMS, 


Special Assistant to the Attorney General, Attorney 
for Plaintiff and Appellant, United States of 
America. 


[Endorsed]: Filed March 20, 1946. [86] 


62 Umted States of America vs. 
[Title of District Court and Cause.] 


STATEMENT OF POINTS ON WHICH PLAIN- 
TIFF INTENDS TO RELY ON APPEAL 
FROM JUDGMENT IN FAVOR OF DE- 
FENDANT SAM BLOCK, ENTERED SEP- 
TEMBER 17, 1945. 


ihe 
The District Court erred in admitting evidence 
of the market value of operating facilities and 
equipment on Block’s Well No. 10, separate from 
the value of the well as an operating property. 


IU 
The District Court erred in admitting evidence 
of the market value of the operating facilities and 
equipment on Block’s Well No. 10, as a separate 
element of value, apart from and in addition to the 
value of the well as an operating property. [87] 


Il. 

The District Court erred in denying appellant’s 
motion to strike and to instruct the jury to disre- 
gard, all testimony as to the market value, as of 
October 4, 1943, of any oil or gas production equip- 
ment and facilities, which on September 28, 1942, 
were located on the leasehold property of the defend- 
ant Block and were then used by him in the produe- 
tion of oil and gas from Block’s Well No. 10. 


1A 
‘The District Court erred in excluding from evi- 
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dence plaintiff’s exhibit numbered 3 for identifica- 
tion. 
Ve 
The verdict of the jury is not supported by the 
competent evidence. 


VI. 
The verdict of the jury is not supported by sub- 
stantial evidence. 


WADE 
The District Court erred in denying appellant’s 
motion for a new trial. 


Dated: This 15th day of March, 1946. 


/s/ KUGENE D. WILLIAMS, 
Special Assistant to the Attorney General, Attorney 
for Plaintiff and Appellant, United States of 
America. 


[Endorsed]: Filed Mar. 20, 1946. [88] 


[Title of District Court and Cause.] 


STIPULATION RE RECORD ON APPEAL, 
BLOCK’S LEASE 


It Is Hereby Stipulated and Agreed, by and be- 
tween the attorneys for the plaintiff-appellant and 
the attorneys for the defendant-appellee Sam Block, 
that 


1. Plaintift’s designation of the record on appeal 
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contains all of the records, proceedings and evidence 
in the case to be contained in the record on appeal; 


2. That in lieu of the whole of plaintiff’s Exhibit 
No. 7, only the paragraphs numbered 17 and 22 
thereof need be certified to the Appellate Court for 
inclusion in the record ; 


3. That those portions of the record designated 
by plaintiff, which are deleted by blue pencil in the 
copies herewith delivered to the Clerk of the District 
Court, need not be certified to the Appellate Court 
fS9] nor included in the printed record on appeal. 


4, That the transcript of the record, as modified 
by this stipulation, and herewith delivered to the 
Clerk of the District Court, together with the re- 
porter’s transcript of the proceedings had in the 
District Court, as designated by the plaintiff, will 
constitute a true transcript of the record of the Dis- 
trict Court on the appeal in the above entitled matter 
as agreed on by the parties; and the Clerk of the 
said District Court may so certify, including this 
stipulation as part of such record. 


Dated: This 20th day of March, 1946. 


/s/ EUGENE D. WILLIAMS, 
Special Assistant to the Attorney General, Attorney 
for Plaintiff-Appellant. 
DECHTER, HOYT, PINES & 
WALSH, 
By /s/ Beei@ yy 1 
Attorneys for Defendant Sam Block, Appellee. 


[Endorsed]: Filed Mar. 20, 1946. [90] 
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AFFIDAVIT AND ORDER THEREON RE 
SENDING ORIGINAL EXHIBITS TO 
APPELLATE COURT ON APPEAL— 
(BLOCK’S LEASE.) 


State of California, 
County of Los Angeles—ss. 

August Weymann, being first duly sworn, deposes 
and says: 


That he is a Special Attorney in the Lands Divi- 
sion, Department of Justice, having immediate 
charge of the above entitled proceeding, and is fa- 
miliar with the facts hereinafter set forth; 


That plaintiff has taken an appeal from the Judg- 
ment Upon the Verdict to the Circuit Court of Ap- 
peals, Ninth Cireut, and has designated as part of 
the record to be certified to the Appellate Court 
plaintiff’s Exhibits 6 and 9 in evidence on the trial 
of the case; 


That plaintiff’s Exhibit 6 is a large map of the 
area included in the condemnation proceeding, ap- 
proximately 48x54 inches, showing the [91] sub- 
divided area on which various oil leases, including 
that of the defendant Block, were located; that by 
reason of the size of this map, it is not practicable 
to have it reduced for printing in the record so as to 
make it legible; 

That plaintiff’s Exhibit 9 1s a production graph 
showing the decline of production from the subject 
well, which was used and introduced for illustra- 
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tive purposes only; that only the original of this 
graph is in existence, and the same reasons which 
make the reproduction of plaintiff’s Exhibit 6 in 
the printed record impracticable apply to it. 


Wherefore, affiant prays an order of the Court, 
pursuant to Rule 75() of the Federal Rules of Civil 
Procedure, authorizing and directing the Clerk of 
this Court to transmit to the Clerk of the Circuit 
Court of Appeals, Ninth Ciremt, at San Francisco, 
California, the original plaintiff’s Exhibits 6 and 
9 in heu of copies thereof with the record on appeal, 
with the request to the Clerk of said Circuit Court 
of Appeals to return the same to the Clerk of this 
Court after the disposition of the appeal. 

A. WEYMANN. 

Subscribed and sworn to before me this 19th day 

of March, 1946. 
(Seal) ARCH G. McLAY, 
Notary Public in and for Said County and State. 

ALy commission expires: 11-27-49. 


ORDER 


Upon the foregoing affidavit of August Weyman, 
verified the 19th day of March, 1946, and good cause 
appearing therefor, it is so ordered. 


Dated: This 19th dav of March, 1946. 


/s/ PAUL J. McCORMICK, 
United States District Judge. 


[Endorsed]: Filed Mar. 19, 1946. 
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CERTIFICATE OF CLERK 


I, Edmund L. Smith, Clerk of the District Court 
of the United States for the Southern District of 
California, do hereby certify that the foregoing 
pages numbered from 1 to 92 inclusive contain full, 
true and correct copies of Complaint in Condem- 
nation as modified by stipulation of counsel; Order 
for Immediate Possession as modified by stipulation 
of counsel; Declaration of Taking No. 1 as modi- 
fied by stipulation of counsel; Letters of Authority 
dated November 1, 1943 and March 31, 1944 respee- 
tively; Substitution of Attorney; Motion for Leave 
to File Amended Complaint and Order Thereon; 
First Amended Complaint as modified by stipula- 
tion of counsel; Title page, index page and pages 
numbered 1 to 5 inclusive of Inventory of Property 
and Equipment; Amended Answer of Sam Block; 
Plaintiff’s Exhibits 1, 2, 3, 4, 5, Paragraphs 17 & 
22 of Exhibit 7, and 8; Defendant’s Exhibit B; 
Judgment upon the Verdict; Motion for a New 
Trial; Minute Order Entered October 2, 1945; Mo- 
tion to Modify and Amend Judgment on Verdict 
to Include Interest on Award; Minute Order En- 
tered December 19, 1945; Notice of Appeal; Two 
Orders Extending Time to File Record and Docket 
Appeal; Designation of Record on Appeal; State- 
ment of Points on Appeal; Stipulation re Record 
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on Appeal and Affidavit and Order for 'Transmis- 
sion of Exhibits which, together with Original 
Plaintiff’s Exhibit 6 and 9, and copy of Reporter’s 
Transcript, transmitted herewith constitute the rec- 
ord on appeal to the United States Circuit Court 
of Appeals for the Ninth Circuit. 


Witness my hand and the seal of said District 
Court this 22nd day of March, A. D. 1946. 


[Seal] EDMUND L. SMITH, 
Clerk 


By THEODORE HOCKE 
Chief Deputy Clerk 
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In the District Court of the United States for 
the Southern District of California, Central 
Division 

Honorable Campbell E. Beaumont, Judge Pre- 
siding (and jury). 


No. 2454-B—Civil 


UNITED STATES OF AMERICA, ETC., 
Piaimtitt. 
VS. 


CERTAIN PARCELS OF LAND IN THE 
CITY OF LOS ANGELES, COUNTY OF 
LOS ANGELES, STATE OF CALIFORNIA, 
mC et al., 

Defendants. 


REPORT nS TRANSCRIPT OF 
PROCEEDINGS 


Los Angeles, California 
Tuesday, July 24, 1945 


Appearances: For the Plaintiff: August Wey- 
mann, Esq., and Arch G. McLay, Esq., Special 
Attorneys, Lands Division, Department of Justice. 
For the Defendant Sam Block: Raphael Dechter, 
Ksq., and B. L. Hoyt, Esq., 633 Subway Terminal 
Building, Los Angeles, 13, California. [1*] 


itesCom:: Ma, Clifton, you may call the foll 
of the jury. It will not be necessary to have the 


* Page numbering appearing at top of page of original Reporter’s 
Transcript. 
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jury here today, but the roll of the jury should 
be called. 
(The jury roll was called by the Clerk.) 


The Court: All the members of this panel are 
ordered to report to the court room of Judge 
O’Connor. That is court room No. 7, as you know, 
down at the end of the hall. You are now excused 
to go to court room No. 7. 

The witnesses may be excused until tomorrow, 
also, is that right? 

Mr. Dechter: That is correct. 

The Court: All the witnesses in this case are 
now excused. They will return tomorrow morning 
at 10:00 o’clocek. 

You gentlemen may now proceed. Mr. Weymann 
and Mr. Dechter, I don’t care which one of you 
proceeds to argue upon this question. 

Mr. Dechter: I really feel, your Honor, that on 
this point the burden is on the government to show 
their authorization or right to take this property, 
and as of what date that right was secured. 

Mr. Weymann: The property to be valued by 
the jury here consists of an oil and gas sublease 
owned by the defendant Block with one operating 
well on it. The position of the [2] government is 
this, that when the authorization to take this land 
was made by a resolution of the Reconstruction 
Finance Corporation pursuant to which this action 
was instituted, that authorization ineluded all of 
the trade fixtures which constituted the operating 
equipment of the oil well on that lease. 
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The Court: Mr. Weymann, do you have that 
resolution, a copy of it, with you? 

Mr. Weymann: I have the original resolution of 
September 18, 1942, and I have the resolution of 
the 19th of October, 1942 authorizing the filing o7 
the declaration of taking, and I have a copy of the 
declaration of taking. Would the court wish these 
to be introduced in evidence? 

The Court: I think it would probably be inad- 
visable to do it now. At least, it is unnecessary to 
do so. This is just a question of law, and if you 
submit them to the court or read the parts that 
are material, I think that will be sufficient. 

Mr. Dechter: May I be heard on that? 

The Court: Yes. 

Mr. Dechter: With all due deference to the 
court’s statement, I feel that in view of the fact 
that this is a point of law which your Honor has 
to decide that is based somewhat on the factual 
points, and those factual points are contained in 
those resolutions, I think it would be proper to 
have [8] them received as an exhibit. In other 
words, as I understand it 

The Court: I have no objection one way or the 
other, as long as that is the desire of the parties. 
They may either be marked for identification or 


be received in evidence. 

Mr. Dechter: The reason I say that is I pre- 
sume the court will make findings of fact as to 
these points of law. In other words, there will 
be findings of facts and conclusions, part of which 
will involve the jury. 
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The Court: This is only a matter of argument 
upon the question of law. All of the proceedings, 
of course, must take place after the trial has begun, 
and whatever determination the court makes must 
be made in the course of the trial. Now, is it your 
desire that it be considered that the trial has begun 
in the absence of the jury and these be marked for 
evidence? They can’t be received in evidence un- 
less the proceedings have actually begun. 

My. Dechter: I am willing to stipulate the pro- 
ceedings have begun and your Honor is trying that 
part of the case which is the court’s province to 
decide. In other words, this is a point that the 
jury has no concern with. 

The Court: My thought was the argument would 
simply be made and the court would announce its 
decision at the proper time after these may have 
been received in evidence. But either way is satis- 
factory to the court, whatever the parties agree 
upon. [4] 

Mr. Dechter: JI would prefer it that way. 

Mr. Weymann: May I suggest then that we 
offer these for identification ? 

The Court: Well, it may be either way. 

Mr. Weymann: I offer as Plaintiff’s Exhibit 1, 
Resolution of the Reconstruction Finance Corpora- 
tion adopted September 18, 1942. 

The Court: Will you read that offer, please? 

(The offer was read.) 


The Court: Let it be marked as Plaintiiis 
Exhibit 1 for identification. 
(Whereupon, the document referred to was 


Sam Block 73 


marked Plaintiff’s Exhibit No. 1, for identifi- 
cation. ) 

The Court: Your offer for identification assumes 
that the trial has begun in the absence of the jury? 
Mr. Weymann: That is correct, your Honor. 

The Court: And that is vour understanding as 
well? 
My. Dechter: So stipulated, and I have no ob- 
jection to its being received in evidence. 
The Court: Well, it has been offered for 1den- 
tification and ordered marked for identification. 
Mr. Weymann: I now offer as Plaintiff’s Exhibit 
2, Resolution of the Board of Directors of the 
Reconstruction Finance Corporation, adopted the 
19th of October, 1942. 
The Court: You are offering that it be received 
and the offer was offered for identification ? 
(Whereupon, the document referred to was 
marked as Plaintiff’s Exhibit 2 and received 
in evidence.) [5] 


PLAINTIFF'S EXHIBIT No. 2 
AMENDATORY RESOLUTION 


Whereas, this Corporation at the request of 
Defense Plant Corporation has caused condemna- 
tion proceedings to be instituted in the name of 
the United States pursuant to the provisions of 
the Act of Congress approved March 27, 1942 
(Public law 507, 77th Congress) and Exeeutive 
Order 9217, for the purpose of obtainine’ possession 
of the lands described in the attached Exhibit ‘‘A’’, 
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for use as a storage reservoir for natural gas (Playa 
del Rey Natural Gas Storage Project, Plancor 
1406) ; and 


Whereas, Defense Plant Corporation has re- 
quested this Corporation to arrange for the filing 
of a Declaration of Taking in the Condemnation 
proceedings in order that title to said lands may 
vest in the United States at the earliest possible 
time ; 


Resolved, that the Resolution adopted by the 
Board of Directors of this Corporation on Septem- 
ber 18, 1942 be amended by adding thereto the fol- 
lowing Resolved Fourth, Resolved Fifth and Re- 
solved Sixth: 


‘“Resolved Fourth: It is necessary and advan- 
tageous in earrying out the authority vested in 
Defense Plant Corporation to acquire by condemna- 
tion the land described in Exhibit ‘A’. 


‘Resolved Fifth: The Treasurer or Assistant 
Treasurer and the Secretary or Assistant Secretary 
of this Corporation be, and herebv are, authorized 
and directed to execute under the seal of this Cor- 
poration a Declaration of Taking eovering the land 
deseribed in Exhibit ‘A’ in form and substance 
satisfactory to General Counsel or an Assistant 
General Counsel of this Corporation and to arrange 
for the delivery of such Declaration of Taking to 
the Attorney General of the United States for 
appropriate action. 


‘Resolved Sixth: Just Compensation for the 
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land described in Exhibit ‘A’ is estimated to be 
Seven Hundred Forty Thousand Four Hundred 
Sixty-nine Dollars ($740,469).”’ 
* * x * 

The foregoing Resolution was duly adopted by 
the Board of Directors of Reconstruction Finance 
Corporation on the 19th day of October, 1942. 


[Seal] LEO NIELSON 
Assistant Secretary Reconstruction Finance Cor- 
poration 


Mr. Weymaun: The Plaintiff’s Declaration of 
Taking No. 1 of course is on file with the court. 
IT think it is in Volume 1 of these proceedings. 

The Court: Well, I haven’t read it, Mr. Wey- 
mann. 

My. Weymann: Then, I will submit to the court 
for its convenience a copy of it. 

The Court: I would like to have a copy. 

Mr. Dechter: Will von have additional copies? 
J have a copy of the resolution, but not of the 
other. 

Mr. Weymann: Yes. 

The Court: You may proceed. 

Mr. Weymann: I am just submitting to Mr. 
Dechter a document for his inspection. I offer as 
Plaintiff’s exhibit next in order a telegram from 
Leo Nielson, Assistant Secretary of the Reconstruc- 
tion Finance Corporation, to Kugene D. Williams, 
Special Assistant to the Attorney General, telegram 
being dated March 26, 1945. 

Mr. Dechter: To which we will object, your 
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Honor, on the ground that it is incompetent, ir- 
relevant, immaterial, being a self-serving deelara- 
tion and attempting to usurp the province of the 
court in construing the legal steps theretofore taken 
by the plaintiff and trying to cast plaintiff’s own 
coustruction on those legal steps which it is the 
duty of this court to determine in this matter. 

The Court: May I see it? [6] 

Mr. Weymann, the court is inclined to sustain 
that objection. It sounds as though it 1s properly 
based, but I would like to hear from you. 

Mr. Weymann: The matter which the court is 
now called upon to pass upon is to determine what 
the Reconstruction Finance Corporation really did 
when it authorized the bringing of this action. That 
is not a self-serving declaration, but it is an ex- 
planation of what Reconstruction Finance Corpora- 
tien meant by what it did. In other words, it is 
an interpretation, or rather a statement of what 
the Reconstruction Finance Corporation had in 
mind when it passed those resolutions. 

The Court: I think the objection is good. It 
says here particularly that certain proceedings have 
been properly construed by justice as an adoption 
and ratification. Jt may be marked for identifiea- 
t1on. 

Mr. Weymann: Thank you. May I have an 
exception ? 

The Court: Yes. 

(Whereupon, the document referred to was 
marked as Plaintiff’s Exhibit No. 3, for identi- 
fication. ) 
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PiGATN TES ELS Pino. 3 
(For Identification ) 


Received Mar. 26, 1945. Lands Division, Los 
Angeles, California. 


GA 
SN74 249 Govt 
WUX Washington DC Mar 26 1250P 1945 


Engene D Williams 


Special Asst to Attorney General 


Re Playa De] Rey Gas Storage Project. Amend- 
atory Resolution Adopted by Directors Reconstruc- 
tion Finance Corporation October 4 1943 Author- 
izing Amendment to Petition in Condemnation 
Proceedings Number 2454-B Civil to Include Cer- 
tain Items of Property Designated As Persona! 
Property Located on Lands Covered in Declaration 
of Taking Filed in Said Proceedings Has Been 
Properly Construed by Justice As An Adoption 
and Ratification of Act of Defense Plant Corpora- 
tion in Taking Possession on September 28, 1942 
of Property Listed in Exhibit C of Amended Peti- 
tion in Condemnation in Connection with Taking 
Possession of Land Covered by Such Declaration 
of Taking. At Time Declaration of Taking Was 
Filed Necessity for Taking Some of Items De- 
scribed in Said Exhibit C Could Not Be Deter- 
mined As Defense Plant Corporation Had No Wav 
of Knowing What Items of Property Were Located 
on Site or Would Be Required in Connection with 
Operation of Project, and Some of Items Included 
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in Exhibit C, including Oil Drilling Equipment, 
Were Thought to Be Part of Realty So As to Have 
Been Acquired Upon Filing of Declaration of 
Taking. Reconstruction Finance Corporation Did 
Not Delete Any of Items in Inventory Furnished 
by Representatives of Defense Plant Corporation, 
Which Inventory Was a List of All Property 
Known to Be on Lands Taken Except Certain Items 
of Property Which Were Determined Prior to 
Adoption Amendatory Resolution of October 4, 19438 
Not to Be Required in Connection with Project 
and with Respect to Which Arrangements Had 
Been Made for Release to Former Owners 


LEO NIELSON 
Asst Secretary 


4 1943 2454-B 28 1942 C 4 1943 
1023AM .. 
RCD SN 74 TNX 


Mr. Weymann: I offer in evidence as next in 
order a letter from the Attorney General to Mr. 
Irl D. Brett, dated September 22, 1942, enclosing 
a certified copy of a letter from the Assistant Secre- 
tary of the Reconstruction Finance Corporation 
dated September 19, 1942. [7] 

The Court: It may be received in evidence. 

Mr. Dechter: May I see it. your Honor? I have 
not seen it before. 

The Court: Oh, yes. The court will withhold 
its ruling. 
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Mr. Dechter: All right. I have examined it. . — 
The Court: It may be received and marked as 
Plaintiff’s Exhibit 4. 
(Whereupon, the document referred to was 
marked as Plaintiff’s Exhibit No. 4, and re- 
ceived in evidence. ) | 


PLAINTIFE’S EXHIBIT No. 4 


Received Sept. 24, 1942. Lands Division, Los 
Angeles, California. 


RJL-ICH 33-5-882 


Department of Justice 
Washington, D. C. 
September 22, 1942 
Air Mail 
My. Iv] D. Brett 
Special Assistant to the Attorney General 
Federal Building 
Los Angeles, California 


Dear Mr. Brett: 

There are enclosed certified copy of a letter dated 
September 19, 1942, from Leo Neilson, Assistant 
Secretary, Reconstruction Finance Corporation, to 
the Attorney General, requesting that a proceeding 
be instituted to acquire by condemnation certain 
land in the City of Los Angeles, State of California, 
for use in connection with the establishment of a 
reservoir for the storing and conservation of nat- 
ural gas, four copies of Exlibit A, and two plats. 


Kindly prepare a petition and related papers and 
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institute a proceeding pursuant to the Second War 
Powers Act, Public Law 507, 77th Congress, ap- 
proved March 27, 1942, and obtain from the court 
an order granting to the Government the right of 
immediate possession. Please forward to the De- 
partment certified and uncertified copies of the com- 
plaint and order and notify the Department by 
wire of the date when the Government has the right 
of possession. 


Please notice that the estate being acquired is 
in fee simple, subject to existing easements for 
public utilities. 


Arrangements have been made by the War De- 
partment for the procurement ef title evidence and 
same will be made available to you. 


Respectfully, 
For the Attorney General 
/s/ J. EDWARD WILLIAMS 
Acting Head, Lands Division 


Enclosure No. 602918 


RECONSTRUCTION FINANCE 
CORPORATION 
Washington 
September 19, 1942 
The Honorable Francis Biddle 


Attorney General of the United States 
Washington, D. C. 


Dear Sir: 
In connection with the establishment of a reser- 
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voir for the storing and conservation of natural gas 
(Playa Del Rey Natural Gas Storage Project, 
Plancor 1406) by Defense Plant Corporation, a 
corporation created pursuant to Section 5(d) of 
the Reconstruction Finance Corporation Act, as 
amended, to relieve a shortage of gas which would 
impede the war effort, this Corporation has deter- 
mined that it is necessary for war purposes to 
acquire certain lands situated in the City of Los 
Angeles, State of California. 


Therefore, pursuant to the provisions contained 
in the Act of Congress approved January 22, 1932 
(15 U.S. C. 601-617) as amended, and Public Law 
507, 77th Congress approved March 27, 1942, and 
Executive Order 9217 issued by the President of 
the United States on August 7, 1942, by virtue of 
and pursuant to authority vested in him by Title 
II of the Second War Powers Act 1942, approved 
March 27, 1942 (Public Law 507, 77th Congress) 
authorizing Reconstruction Finance Corporation to 
acquire and dispose of property deemed necessary 
for military, naval or other war purposes, it is re- 
quested that you cause the necessary proceedings 
to be instituted for the acquisition of the lands 
described in the enclosed Exhibit ‘‘A.’’ The estate 
to be aequired is the full fee simple title subject 
to existing easements for public utilities. 


You are advised that it is vital to the successful 
prosecution of the war that the United States be 
granted the immediate right to occupy, use and 
improve the lands described in Exhibit ‘‘A’’. It 
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is, therefore, requested that you cause the necessary 
action to be taken to procure an order from the 
court granting the United States the immediate 
right to occupy, use and improve said lands ‘pur- 
suant to the provisions of the Act of Congress 
approved March 27, 1942 (Public Law 507, 77th 
Congress) and Executive Order 9217. 


Arrangements have been made for the procure- 
ment of title evidence covering the lands to be 
condemned. Such title evidence will be made avail- 
able to the United States Attorney. 


There are enclosed three copies of a description 
of the lands to be condemned entitled Exhibit ‘“‘A” 
and three copies of a plat showing the location of 
said lands to be condemned. 


Very truly yours, 
Assistant Secretary 
Hnelosures 
WJ :ebs 
Putsuant to T. 28 U.S. Code, Sec. 661, I certity 
this to be a true copy of the original record 1n this 


Department. 


[Seal] J. EDWARD WILLIAMS 
Acting Head, Lands Division 
Department of Justice 


Mr. Weymann: I offer as Plaintiff’s exhibit 
next in order letter from the Attorney General to 
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Mr. Ir] D. Brett, dated October 24, 1942, to which 
is attached a certified copy of a letter dated October 
22, 1942, to the Attorney General from M. C. Mulli- 
gan, Assistant Secretary of the Reconstruction 
Finance Corporation. [8] 
The Court: It may be received and marked as 
Plaintiff’s Exhibit 5. 
(Whereupon, the document referred to was 
marked as Plaintiff’s Exhibit No. 5, and was 
received in evidence. ) 


PLAINTIFF’S EXHIBIT No. 5 


Address Reply to ‘‘The Attorney General’’ and 
Refer to Initials and Number 


RJL-ICH 33-5-882 


Department of Justice 
Washington, D. C. 


October 24, 1942 
Received Oct. 26, 1942 Lands Division Los An- 


geles, California 

Air Mail 

Mr. Ivl D. Brett 

Special Assistant to the Attorney General 
Federal Building 

Los Angeles, California 


Dear Mr. Brett: 

There are enclosed copy of letter dated October 
22, 1942, from M. C. Mulligan, Assistant Secretary 
of Reconstruction Finance Corporation, to the 
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Attorney General, requesting that declaration of 
taking No. 1 be filed in the condemnation proceeding 
entitled United States of America for use of Recon- 
struction Finance Corporation, et al., vs. Certain 
Parcels of Land in the City and County of Los 
Angeles, State of California, and County of Los 
Angeles, et al., and four copies of declaration of 
taking No. 1. A check in the sum of $740,469.00, 
payable to the Clerk of the District Court of the 
United States in and for the Southern District of 
California, will be made available by Defense Plant 
Corporation at Los Angeles, California, as esti- 
mated compensation for the land. 


Kindly file the declaration of taking in the above 
proceeding, enter an order thereon, and deposit the 
check into the registry of the court. Then forward 
to the Department certified and uncertified copies 
of the pleadings and advise the Department by wire 
the date when the above papers are filed and the 
date when possession is available to the Govern- 
ment. 


Arrangements have been made by the Recon- 
struction Finance Corporation for the procurement 
of title evidence. 


Respectfully, 
For the Attorney General 
/s/ NORMAN M. LITTEULL 
Assistant Attorney General 


Finclosure No. 602407 
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October 22, 1942 
Honorable Francis J. Biddle 
Attorney General of the United States 
Department of Justice 
Washington, D. C. 


Re: Playa Del Rey Natural 
Gas Storage 
Plancor 1406 
Dear Sir: 

In connection with the establishment of a storage 
reservoir for natural gas by Defense Plant Cor- 
poration, a corporation created pursuant to Section 
od of the Reconstruction Finance Corporation Act 
as amended, this Corporation has determined that 
it is necessary and in the interest of the United 
States to acquire by judicial proceedings certain 
lands situated in Los Angeles County, State of 
California. The lands and estate to be taken are 
more particularly described in the Declaration of 
Taking, the original and four copies of which are 
enclosed. 


There is urgent need for the acquisition of title 
to this land and it is desired that the enclosed 
Declaration of Taking be filed with the least pos- 
sible delay. 


A check in the amount of $740,469.00, payable 
to the Clerk of the District Court of the United 
States in and for the Southern District of Cali- 
fornia, Central Division, representing the sum of 
money estimated to be just compensation for the 
land to be taken, will be made available by Defense 
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Plant Corporation acting through its agent, the 
Manager of the Loan Agency of Reconstruction 
Finance Corporation at Los Angeles, California. 
Arrangements have been made for the procurement 
of title evidence covering the lands to be taken. 


Very truly yours, 
[Seal] /s/ M. C. MULLIGAN 
Assistant. Secretary 


Pursuant to T. 28 U. 8S. Code, Sec. 661, I certify 
this io be a true copy of the original record in this 
Department. 

NORMAN M. LITTELL 
Assistant Attorney General Lands Division, Depart- 
ment of Justice 


Enclosures. 


Mr. Weymann: If the court please, may we 
proceed ? 

The Court: Yes. 

Mr. Weymann: The position of the government 
is this, that under the original authorization, resolu- 
tion of September 18, 1942, authorizing the bringing 
of this proceeding for the condemnation of certain 
property, all of the trade fixtures, all of the im- 
provements thereon, were included in that author- 
ization and were attached to the land at that time. 
In support of that contention I wish to cite to 
your Honor the following cases: City of Los An- 
geles v. Klinker, 219 Cal., page 199. 

The Court: 199? 
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Mr, Weymann: 219 Cal., page 199. United 
States v. Seagren, 50 Fed. (2d) 333. That was a 
District of Columbia case. 

Bell v. Bank of Perris, a California case, 125 
age 2d) 829: 

The Court: Don’t you have the California cita- 
tion? 

Mr. Weymann: I will get the California cita- 
tion. 

Myr. Dechter: May I have that citation, please? 

Mie Weymann: 125 Pac: (2d) 829. 1 will get 
the California [9] citation. 

San Diego Trust & Savings Bank y. San Diego, 
16 Cal. (2d) 145. In re: Allen Street, 256 New 
Hons 236, 

The facts in the Seagren case, which is a case 
arising in the District of Columbia, which was a 
condemnation proceedings, Seagren was a lessee 
of certain property described as a vacant lot. The 
lease gave the tenant authority to erect buildings 
and implant tanks and other structures and to take 
away and remove the said buildings and structures 
at the termination of the lease. In other words, 
it was a filling station. The question arose as to 
whether the private stipulations for removal be- 
tween the land owner and the tenant inured to the 
benefit of the government when condemning the 
estate of both. 

We are condemning the estate of both the land- 
lord and the tenant here, but the valuation of the 
tenant’s property is only under consideration. 
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The court there said this. It is a short opinion 
if I may read that: 

‘We find the controlling rule well stated in 
Nichols on Eminent Domain: ‘It frequently hap- 
pens that, in the case of a lease for a long term of 
years, the tenant erects buildings upon the leased 
lands or puts fixtures into the building for his own 
use. It is well settled that, even if the [10] build- 
ings or fixtures are attached to the real estate and 
would pass with a conveyance of the land, as 
between landlord and tenant they may remain 
personal property, and, in the absence of special 
agreement to the contrary, may be removed by the 
tenant at any time during the contmuation of the 
lease provided such removal may be made without 
injury to the freehold. This rule is however en- 
tirely for the protection of the tenant and cannot 
be invoked by the condemning party. If the build- 
ings or fixtures are attached to the real estate, they 
must be treated as real estate in determining the 
total award, but in apportioning the award they 
are treated as personal property and credited to 
the tenant.’ ”’ 

The Court: I didn’t hear the very last. 

Mr. Weymann: ‘ ‘* * * but in apportioning the 
award they are treated as personal property and 
credited to the tenant.’ 

‘And the New York courts have frequently 
considered the question, and stated the rule very 
precisely: As the property now exists, it is real 
property, and so remains until the ‘structure is 
severed from the soil. This act the tenant is not 
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bound to perform at the time the property is taken. 
As it [11] then is, so it may always remain; and, 
when the city makes the compensation for the prop- 
erty, it steps into all the rights possessed by both 
paruics, * * *” 

Now, the contention is made here that as between 
the lessor and lessee the lessee may remove such 
of the operating equipment as he may salvage. 
That is true upon the abandonment of the well. 
When he removes his operating equipment he aban- 
dons the well, consequently there can be no value 
or valuation of that property as a producing ot 
well. The valuation to be determined in this pro- 
ceeding is the valuation of a producing property. 
That carries with it all of the incidentals, every- 
thing necessary to make it a producing property. 

If the improvements which go with it are to 
be valued separately, then all the value that remains 
fethat of a potential oil land, not as a producing 
property. But what the government took was a 
producing property. 

‘Fhe court in the case of City of Los Angeles v. 
Klinker cited a case 


The Court: Did you give that citation? Is that 
K-]-i-n-k-e-r? 

Mr. Weymann: K-l-i-n-k-e-r. That pertained to 
the condemnation of the building and printing ma- 
ehinery of the Times Mirror Company, and the 
eourt there cited an Indiana Appeals case, White 
v. Cincinnati, ete. Railroad, 34 Ind. App. [12] 287 
(71 N. E. 276), in which the machinery of a paper 
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mill was held to be part of the realty. The court 
there said: 


‘It is clear from the record that the improve- 
ment upon the real estate consists not simply of 
certain buildings containing various pieces of ma- 
chinery, but of a paper mill—a thing complete 
within itself.’’ 

In this case it consists not merely of a derrick, 
tanks and so forth, but a complete operating unit. 


‘‘One machine essential in the manufacture of 
paper might be so annexed to or constitute such 
part of a building that it could not be removed, 
and another machine equally essential might be 
easily removed, and yet, when the two machines 
are separated, each is without value for the uses 
intended.”’ 


In this instance we have a well and we have 
the leased ground which is oil-bearing. The ground 
is useless without the well to produce it, and the 
producing equipment is useless without oil-bearing 
sands, 

‘‘As the machinery is permanent in its charac- 
ter,—’’ as in this case it is permanent so far and 
lasts as long as the property interests which this 
defendant has. 

‘‘and, being essential to the purpose for which 
the buildings are used, is a fixture, it must be [13] 
regarded as realty, and goes with the buildings. 
The land, waterpower, buildings, and machinery 
constitute a paper mill plant—a unit. It has or 
has not a value as such, just as a building is valued, 
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not by fixing a value on the different materials 
composing it, but as a building.”’ 

That seemed such a clear-cut case. And then 
the Bank of Perris, which I have cited to your 
Honor and which I will get the California citation. 

The Court: The Bank of Perris, is it? 

Mr. Weymann: P-e-r-r-i-s. 

The Court: Bank of Perris v. whom? 

Mr. Weymann: Bell v. Bank of Perris. There 
the California court held that a pumping plant 
for a water well was part of the realty. 

The San Diego Trust & Savings Bank case was 
one of the bank vault door cases. It was there 
eontended that as the vault doors were removable 
they remained personal property. The court held 
that the doors were part of the realty even though 
they could be removed without material damage, 
saying : 

‘It is sufficient if the article shall appear to be 
intended to remain when fastened until worn out, 
until the purpose to which the realty is devoted 
has been accomplished or until the article is super- 
seded by another article more suitable for [14] the 
purpose. ”’ 

That is precisely the situation we have here: The 
operating equipment is intended to be used in con- 
nection with land. 

The Court: When you speak of operating equip- 
ment, that might include many items. Now, here 
in this San Diego case, the door was actually a 
part of a vault, and there it was held to be prop- 
erly condemned when the realty was condemned. 
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IT would like a little more clarification as to what 
type of property we are likely to have here, Mr. 
Weymann. 

Mr. Weymann: We have the casing, tubing——- 

The Court: Well, the casing, that is attached in 
the well? 

Mr. Weymann: Yes, it is attached in the well. 
The tubing 

The Court: The tubing, hkewise? 

Mr. Weymann: Sucker rods, pump, derrick, 
tanks, and fittings. 


The Court: Well, fittings were part of the ma- 
chinery that was attached to the well? 

Mr. Weymann: ‘That is correct. 

The Court: No loose personal property ? 

Mr. Weymann: Nothing on the rack or nothing 
in the warehouse. Is that correct? 

Mr. Dechter: I don’t agree with you on that. 

Mr. Weymann: That, of course, 1s subject to 
correction. Our information is that all of this ma- 
terial is used in connection with the operating well. 

The Court: When you say ‘‘used in connection 
with’’ there might be some wrenches or something 
of that kind that were used in connection with the 
operation of the well, but they can be used in con- 
nection with the operation of any well and would 
not be attached in any way to any of the fixtures. 
You don’t mean anything of that kind? 

Mr. Weymann: No, I don’t mean anything of 
that kind. And if there are any such items that are 
not part of the operating unit, we are perfectly 
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willing to stipulate they may be considered outside 
of this acquisition. 

So, it is our position, then, that under the origi- 
nal authorization the operating unit was condemned, 
taken into possession by the government on Sep- 
tember 28, 1942. 

Now, there is just one further point [16] 

The Court: Before vou leave that, Mr. Wey- 
mann, I want to ask you this question. You said if 
there are other items which are not included in those 
that you have mentioned, they may be considered as 
outside of the case. 

Mr. Weymann: Outside of the taking as of Sep- 
tember 28, 1942. 

The Court: Yes. Well, now, suppose they were 


taken. Suppose there were some and that they 
were taken. There seems to be some disagreeinent 
on that point, but they would be unlawfully taken? 

Mr. Wevmann: That brings me to my second 
point. 

The Court: Then. I am sorry I interrupted you. 
Go ahead. 

Mr. Weymann: My second point is this. That 
which the Reconstruction Finance Corporation 
could originally authorize, it could subsequently 
ratify, and that if the taking on September 28, 
1942, was and had its inception unlawfully, it was 
ratified by the subsequent action of the Reconstruc- 
tion Finance Corporation, and the filing of the 
amended complaint pursuant to that subsequent 
ratification relates back to the date of the original 
taking as of that time. 
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The Court: Well, what did Judge McCormick 
hold in that respect? 

Mr. Weymann: I may explain this, your Honor. 
The situation with the Treasure Company is not the 
same as the situation here because there, drilling 
equipment which was on [17] the ground and which 
was not used in relation to any well whatever, was 
taken into possession. 

The Treasure Company sued the Union Oil Com- 
pany, alleging that the taking was invalid and un- 
lawful. The Government asked for an order en- 
joming the prosecution of the State Court action 
and Judge MeCormick denied that petition. 

The Court: Well, he held, did he not, and I am 
not so sure, but I am just asking for information— 
perhaps I should put it this way. Did he hold that 
there was no relation there? 

Mr. Weymann: I don’t so construe it, but in 
any event the equipment which was there under 
consideration was not pumping equipment, but it 
was drilling equipment. 

The Court: Well, now, just right there I believe 
we get back to the question the court asked. If there 
1s any personal property which was unattached in 
any way, but which was lying there on the ground 
or in the sheds, then that would come within the 
scope of Judge MeCormick’s ruling? 

Mr. Weymann: I think so. 

The Court: That is, it would be similar to the 
Treasure Company ? 

Mr. Weymann: That is right. 

The Court: Of course, then, there is a question 


] 
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of fact whether or not there was any such. Your 
position is that there was not, and Mr. Dechter’s is 
that apparently there [18] was some. 

Mr. Weymann: I am not prepared to say that 
there may not have been a few wrenches or odd 
miscellaneous items lying around, because it is dif- 
ficult in inventorying a huge mass of material. 

The Court: Then, suppose that they were taken ? 
Then the taking would not have been under the au- 
thorization ? 

Mr. Weymann: ‘That is correct. It would be tor- 
tious taking. 

The Court: And what about the determination 
of their value? 

Mr. Weymann: Well, if it was a taking with- 
out any authorization whatever, then I don’t be- 
heve it would be triable in this proceeding, this 
being a condemnation proceeding and the value 
would have to be determined by claim filed under 
the Tucker Act if there was no authorization for 
the taking. 

The Court: You have finished your presentation, 
Mr. Weymann ? 

Mr. Weymann: Yes, sir. 

The Court: M1. Dechter? 

Mr. Dechter: Before I proceed to reply to My. 
Weymann, I would like to ask for a stipulation 
that under the sub-lease dated February 26, 1935, 
from Mr. Spangler, the original lessee, to the Colly 
Oil Company, sub-lessee, which is recorded in Book 
No. 13329, page 93, of the official records [19] of 
the County Recorder of Los Angeles County, that 
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there is a provision in Paragraph 9 giving the sub- 
lessee the right to remove personal property and 
equipment placed on the premises described in said 
lease at any time during the term of said lease and 
within 30 days after termination of said lease. 

Mr. Weymann: JI don’t know if I can stipulate 
as to those terms, Mr. Dechter. My abstract reads, 
‘‘Upon the termination of the lease.’’ 

Mr. Dechter: Paragraph 9 says, ‘‘up to within 
30 days of termination, at the termination, or with- 
in 380 days.”’ 

Mr. Weymann: Up to any time within 30 days 
after termination of the lease. But not any time 
during the term of the lease. 

Mr. Dechter: ‘That is right. 

Mr. Weymann: I will so stipulate that the 
equipment as between lessor and lessee and the sub- 
lessor and the sub-lessee, the equipment placed upon 
the lease may be removed at the termination of the 
lease or any time within 30 days thereafter. 

Mr. Dechter: Well, I will ask permission for the 
purpose of this argument, your Honor, to offer a 
eertified copy of that sub-lease. I called Mr. Wey- 
mann and asked him if it would be necessary. 

The Court: Well, you seem to be in some dis- 
agreement on that, and perhaps you had _ better 
have it. [20] 

Mr. Dechter: Now, I will ask Mr. Weymann if 
he will stipulate to the base lease as to the form, 
Mr. Comstock as receiver, that the U. S. Building 
& Loan Association to Mr. Spangler, which is re- 
ported in Book 138157, Page 165, that that base leaf 
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reflects almost at the very beginning of the lease 
where it grants the right to explore and develop 
for oil, and it has this language: 

‘With the right to remove during or after the 
term any and all improvements placed or erected 
on the premises by lessee, including the right to pull 
all casings.’’ That is on the first page of the lease. 

Mr. Weymann: So stipulated that that is in- 
cluded in the original lease. 

My. Dechter: And it is my contention that the 
certified copy of the sub-lease, your Henor, will 
show that the sub-lessee had the right to remove 
at any time during the term and up to within 30 
days after termination. 

The Court: Very well. You will have that here 
this afternoon ? 

Mr. Dechter: Yes. Well, I will order it. I 
might not have it until tomorrow morning. 

he Court: ‘Then, I think it would be well to 
have someone fiom your office go over and copy 
off that portion and just bring it here so that the 
court may have it. That may be important. [21] 

Mr. Dechter: I am willing to go with Mr. Wey- 
mann right to the Recorder’s office. It will only take 
about ten minutes. We can agree on it. 

Mr. Weymann: If that is what it is, we will so 
stipulate, but my abstract 


The Court: There is no criticism of your not 
stipulating. 

Mr. Weymann: I understand. 

The Court: But what I want to do is have it be- 
fore tomorrow morning. 
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Mr. Dechter: In other words, your Honor, we 
will leave from here this noon, Mr. Weymann and 
I, and go right to the Recorder’s office. 

The Court: Very well. I didn’t even intend that 
you should have Mr. Weymann go with you. Just 
have some one from your office copy that particu- 
lar phrase, but if the two of you go, it will be that 
much better. 

Mr. Dechter: If your Honor will examine the 
resolution which is Plaintiff’s Exhibit 1 and which 
is a pre-requisite for this proceeding; that is, the 
resolution of the Reconstruction Finance Corpora- 
tion authorizing the Defense Plant Corporation to 
acquire certain lands for gas storage project, the 
first recital is: 

‘‘Whereas Defense Plant Corporation has been 
unable to acquire title to the lands required for 
said storage [22] reservoir,’’ which lands are de- 
seribed in Exhibit A, and the resolution resolved 
first, in the next to the last paragraph on page 1: 

‘‘It is necessary for war purposes that the lands 
described in Exhibit A be acquired by condemna- 
tion proceedings, and in connection therewith that 
the immediate right to occupy, use and improve 
such lands be granted.’’ 

Now, the same issue, your Honor, was involved 
before Judge McCormick, and it is my understand- 
ing that the personal property involved in the 
Treasure Otl Company included property exactly 
the same as that here, but the point is, as your 
Honor asked Mr. Weymann, did the resolution of 
October of 1943, Plaintiff’s Exhibit 2, have the ef- 
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fect of ratifying or having a retroactive effect so 
that it would date from September 18, 1942, the 
date of the first resolution, to include personal 
property or include anything else except lands? 

Judge McCormick wrote a 12-page opinion on the 
matter, and taking the highlights of that opinion— 
I have an extra copy if your Honor would hke to 
have it. 

The Court: Yes, I would like to have it. I have 
it in my chambers, but if you have one here, | will 
look at it. 

Mr. Dechter: On page 2, line 11, Judge MeCor- 
mick says: 

‘Neither the letter of authority authorizing the 
institution of the action, the complaint in condem- 
nation, nor the order for possession provided for 
the condemnation [23] or acquisition of personal 
property. These instruments all specifically ealled 
for the condemnation of land only. 

‘‘Notwithstanding the limitations of the order 
for possession, the seizure made by the Government 
on September 28, 1942, included personal property, 
as well as real property.”’ 

On page 3 it states further: 

“On November 24, 1943, an admittedly inef- 
fectual amendment to the complaint in condemna- 
tion was filed in this court. Later, on January 12, 
1944, an authorized amendment to the complaint in 
condemnation was filed herein. This pleading speci- 
fied as within the scope of the condemnation pro- 
ceeding the personal property which is the bone of 
contention in the proceedings before the court.”’ 
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Then, on page 9, line 28: 

‘‘While it is probably true under the broad pow- 
ers reposed' by Congress in the Executive by Title 
IT of the Second War Powers Act that the personal 
property involved in this controversy might have 
been acquisitioned with the land or acquired as in- 
cidental thereto, the record evidence before us 
clearly proves that no such situation existed. As 
previously adverted to, all of the memortals, instru- 
ments of authority and pleadings leading up to and 
[24] accompanying the acquisition by the plaintiff 
pertain to land, and only to land. Nov is there any 
indication in the resolutions of the acquiring agency 
of September 19, 1942, and October 19, 1942, that 
evince any intention to acquire the personal prop- 
erty in dispute as part of the natural gas storage 
facility sought through the condemnation proceed- 
ings instituted in this court. 

‘“The fair preponderance of the evidence before 
us establishes, we think, that the present claim that 
it was the intention from the inception of the proj- 
ect to acquire the personalty is an afterthought con- 
ceived to avoid possible consequence of the seizure 
of September 28, 1942. 

‘“There can be no serious claim of ratification by 
plaintiff of the seizure of the personaity because be- 
fore any adequate manifestation by plaintiff of an 
intention to acquire such property was evident, the 
State Court had already acquired jurisdiction of 
the res.’’ | 

On the same page 10, line 31: 

‘‘One of the jurisdictional essentials of a pro- 
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ceeding in condemnation of the judicial type is that 
the property sought to be taken shall be described in 
the petition (complaint). 

‘*Tt is clearly established by the record before us 
that no specification whatever of any personalty 
was [25] made in any of the proceedings until the 
month of October, 1943, when for the first time an 
authorization to amend the pleadings so as to in- 
elude personal property was given, and it was not 
until the following January that the amended com- 
plaint directed to the aequisition of the personal 
property in issue was filed. 

‘Thus we find that the earhest effectual and au- 
thorized acquiring of the personal property by the 
Government was subsequent to the aequiring of 
jurisdiction over the same res by the State Com in 
the recovery actions pending therein.’’ 

Now, if we look at the first time any personal 
property involved was particularly described, your 
Honor, it was when the last amended complaint was 
filed, and accompanying that complaint as an ex- 
hibit was this inventory of the property and equip- 
ment, and it completes the personal property of my 
client on which we are claiming separate valua- 
tions. 

Now, under Mr. Weymann’s theory that this 
would pass with the land, it would mean that if a 
purchaser of the land was buying this land from 
the owner of the land, that he would acquire this 
particular personal property. Now, it is my con- 
tention that this particular property described in 
the inventory as an exhibit to the complaint would 
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not have passed in an ordinary sale between ven- 
dor and vendee, and your Honor knows that in these 
condemnation cases the courts have held [26] in- 
cluding the United States Supreme Court, that 
the Government ts in the position of the buyer and 
the owner of the property condemned in the posi- 
tion of an involuntary seller, but the rights and po- 
sition of vendor and vendee are also to govern as 
to the particular imterest sought to be aequired. 

Now, it is my contention that even without the 
provision in the lease giving the ght of removal, 
that under the law of trade fixtures, that this would 
be considered personal property. As vour Honor 
knows, trade fixtures are an exception to the rule, 
that anything affixed to the realty becomes a party 
of the realty, and where something is affixed to the 
realty for the purpose of carrying on a trade or 
business, and the operation of an oil well has been 
considered and held to be that of conducting a 
business, that you have a right to remove those 
trade fixtures as long as you do no permanent or 
serious damage to the freehold or land itself, or, 
if the tenant occupies a building, permanent dam- 
age to the building to which he attaches the fix- 
tures. 

On that point | would lke to refer the court to 
Summers on Oil and Gas at page 276 where the 
author says: 

‘The lease usually contains a clause permitting 
the lessee to remove all machinery and equipment 
from the land.’’ 

The Court: What page number? 
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Mr. Dechter: Page 276. If your Honor does not 
have that [27] work handy, I have it at the office 
and I can bring it over. 

The Court: I don’t have it. 

Myr. Dechter: I can bring it here for you. 


The Court: Could you send it to me this after- 
noon ? 


Mr. Dechter: Yes, your Honor. It states: 


‘The lease usually contains a clause permitting 
the lessee to remove all machinery and equipment 
from the land. The courts hold that all machinery, 
as well as casing in the well were trade fixtures and 
removable by the lessee within the term’’ citing 
numerous cases. Then, on page 644 of the same 
work: 

‘It is a well-settled rule that casing in wells, 
derricks, engines and other machinery and appli- 
ances placed on the land by the lessee for testing, 
developing and operating the land for oil and gas 
purposes are trade fixtures’? citing, in addition to 
the other cases which he cited, additional cases. 

Then, in Thornton on Oil and Gas, Volume 1, 
Fourth Edition, Section 652, it is said: 


‘There is no difference taking into consideration 
the character of the fixtures in this lease between a 
lease to bore for oil and gas and one to dig for coal 
or other minerals * * * thus a steam engine, boiler 
and pump sunk into a ledge of a rock in order to 
get a level and covered by a shed or shelter used in 
working a mine is trade fixtures and may be [28] 
removed by the tenent.”’ 
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I refer to the case of Merritt v. Judd, 14 Cal., 
page 60: 

‘Where A agreed with B to put in machinery to 
bore a salt well on B’s land and B sold the land 
to C. Held: The machinery did not pass by the 
conveyance. It was put on the premises for a tem- 
porary purpose to sink a well and could be re- 
moved without injury to the freehold.”’ 

In the case of Perry v. Acme, 44 Ind. App. 207, 
being one of the cases cited by Summers, it holds 
oil machinery to be trade fixtures and holds that 
they were not lost to the trustee in bankruptcy of 
the lessee’s transferee by reason of a Judgment of 
a state court declaring a forfeiture of the lease. 

In the case of Churchill v. Moore, 4 Cal. App., 
page 219, it was held that where the oi] lease pro- 
vides that the lessee could remove fixtures, ma- 
chinery, etc., at any time, lessee was given the right 
aS against a subsequent purchaser. 

The Court: Do you have any case where this 
question arose in a condemnation proceeding ? 

Mr. Deechter: No, your Honor. I think I can 
reconcile the cases. 

The Court: I just asked the question. You may 
proceed. 

Mr. Dechter: In the case of Midland v. Rud- 
neck, 188 Cal. 265, which also involved an oil well, 
and incidentally, [29] that Churehill v. Moore case 
was an oil lease case too. 

tn Midland v. Rudneck, 188 Cal. 265, it was held 
that boilers and other equipment and a derrick 
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placed on a mining claim for the purpose of boring 
forsoil * * *?’ 

Incidentally, your Honor, in those days when 
that case was decided oil wells on Government lands 
were treated the same as mining claims and came 
under the mining claim lease Act. In other words, 
people located oil wells in the same manner they 
located mining claims, and the court said this: 

‘‘Where boilers and other equipment and a der- 
rick placed on a mining claim for the purpose of 
boring for oil and under a contract with the owner 
that the same might be removed, and the evidence 
shows that the boilers and derrick were not affixed 
permanently to the ground but rested of their own 
weight thereon, such property was personalty in- 
sofar as the contractor and the owner and the own- 
er’s successor in interest is concerned.”’ 

The court saying that it 1s common knowledge 
that rigs of this character are moved from place 
to place by the owner and that the derrick was 
personal property. 

Other illustrative cases of trade fixtures under 
Civil Code, Section 1014, which declares them to 
be trade fixtures and the right to remove them, are 
the eases of McGary v. Osborn, 9 Cal. 119. Also 
118 Cal. 635, and 21 Cal. App. 480. 

The case of Murr v. Cohn, 87 Cal. App. 478, in- 
volved a [80] gas station where pumps and gas 
tanks were put in concrete in the ground, and the 
court held they were trade fixtures and removable. 

The Court: What case is that? 

Mi) Dechter: “Mima. Colmmeey Cal, App. 478: 
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In 26 Corpus Juris at page 684 it is said: ‘‘An 
agreement that an article or structure’’—— 

The Court: 684? 

Mr. Dechter: Yes, your Honor. 

‘‘An agreement that an article or structure at- 
tached to the real estate shall be removable or 
shall remain personalty, whether expressed, or 
merely implied from the making of a chattel mort- 
gage thereon, the conditional character of a sale 
thereof, or its annexation under license, is ordina- 
rily given full effect as against a mortgage of 
the realty made previous to annexation, * * *” 

In a decision by the Appellate Department of 
the Superior Court, decided June 15, 1937, being 
the case of Huntington v. Novotney, and published 
in the L. A. Daily Journal, there was a case where 
a holder of a street bond foreclosed on a piece of 
real estate on which there was a service station and 
acquired a deed to the property, and there was a 
question whether the service station equipment 
which 1s affixed to the real estate, as your Honor 
is familiar with, passed with the sale of the real 
estate under this foreclosure of the street bond, 
and the Appellate Department said: 

‘“Hessee's right of removal of service station 
equipment from the realty is superior to that of 
the purchaser of the realty only, at a sale for non- 
payment [382] of a street improvement bond.” 
The Court: Was that published in any of the 
reports ? 

Mr. Dechter: I don’t know. Ali I have, your 
Honor, is a clipping, unreported decisions. I ean 
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check and see. They usually are published in the 
California Appellate Reports in the appendix. I 
will check it and give your Honor the citation. 
Apparently it was put in my file at or about the 
time it came out. | 

The Court: What was the date of it? 

MY. Dechter: June 15, 1937. That was an ap- 
peal from the Municipal Court to the Appellate os 
partment of the Superior Court. 

Therefore, your Honor, on my first point it is that 
a condemnation of the lands only, being in the same 
category as a sale of the land by the owner of the 
land to a buyer, would not have passed or conveved 
titie to this particular personal property because 
it Was personal property, and also under the usage 
in the oil industry anybody buying real estate would 
be chargeable with knowledge that personal prop- 
erty used in connection with an oil well is re- 
movable by the lessee of the oil well in question. 

On the second point, from a practical standpoint 
I can’t see how it makes any difference, because 
Mr. Weymann has to admit that if the land was 
condemned as a unit it would be necessary to de- 
termine the value of the [83] component parts of 
the unit where the unit was not all owned hy one 
person. 

For example, we have condemnation cases in this 
state where business buildings have been condemned. 
It is true that the value is brought in as of the 
property as a unit, but then it is necessary to de- 
termine how much is the value of the lessee’s in- 
terest. In some of those cases the lessee’s interest 
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has been even greater than the owner of the land 
itself. 

So, from a practical standpoint I can’t see how 
it would make any difference. And in this case we 
have the anomalous situation that the government 
has already settled with the landowner and the 
jandowner’s rights are not involved, the lands 
aren’t involved at all, all that is mvolved is this 
leasehold and this personal property. 

All of the cases that counsel has cited, as 1 gather 
from his argument—I am personally familiar with 
the first case that he cited, City of Los Angeles v. 
Klinker, which involved a condemnation of the 
Klinker Building on First and Broadway. That 
was a case where the building was owned by the 
person who owned the printing presses, and what 
the owner was attempting to do was to segregate 
the valuations of a portion of the building so as 
to get a valuation as personal property and a val- 
uation as to real estate as to the balance. In other 
words, there was no lessee involved, there was no 
apportionment [384] involved, and the court held, 
therefore, it was the value of the property as a 
unit. 

The Court: Here we have the ownership of the 
leaschold and of the so-called personal property 
in one person, 

Mr. Dechter: That is correct, but the owner of 
the land is a different person. 

The Court: I know, but we are not considering 
the owner of the land here. Mr. Weymann, as I 
take it, argues that the rule would be just the same 
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whether it was the owner on both the land and the 
personal property, or whether the leasehold owner 
owned the lease and the personal property, the 
ownership resides in one person. 

Mr. Dechter: My argument is that the anal- 
ogy 1s not the same. For example, supposing we 
had a leasehold on a store on Broadway, your Honor, 
and in connection with that store there were count- 
ers, fixtures, and other items necessary to carry 
on the business, besides stock in trade. In that par- 
ticular ease the value of a leasehold interest would 
have no relationship whatever to the fixtures or 
equipment used to carry on that business that is 
carried on in the leasehold. The value of that 
leasehold would be determmed by what the income 
or value was that the lessee would make over the pe- 
riod of the lease. In other words, supposing he 
was paid a rent of so much a month, say $200.00 
a month, and he could show that the leasehold by 
reason of the amount of business he was [35] doing 
had a value to him of, say, $300.00 a month, he 
would be entitled as the valuation of the leasehold 
to $100.00 a month multiplied by the term of the 
lease. Or, for example, take the same illustration 
and using a different line of reasoning, supposing 
he was paying $200.00 a month for this leasehold, 
and supposing real estate conditions had changed so 
that if he wanted to move his fixtures out and move 
his business out he could turn around and_ sub- 
lease it to somebody else for $300.00 a month, he 
would be able to show that as the value of the lease- 
hold. 
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Now, here we have a leasehold involving oi] in 
the ground; the government isn’t condemning this 
property for the use of an oil well, the government 
is condemning this property for the use of a reser- 
voir, and under the law it has to pay what a pur- 
ehaser would pay considering all the uses to which 
it would be put. Now, one of the uses to which 
it might be put is the recovery of so much oil in 
the ground, and therefore that oil in the ground 
has a separate potential value. 

Now, they have a right to show in reducing the 
valuation that we put on a leasehold that in order 
to get that much oil that is in the ground out it will 
cost so much to get it out, and therefore that will 
be deducted, I presume, by their experts, from the 
total amount of oil which they consider would be 
extracted from the premises. In other words, the 
cost of extracting it. But the equipment has a value 
all by itself, [86] just like the fixtures in a departt- 
ment. store, 

Supposing they came along, and supposing this 
field had all been condemned and there were only 
two or three wells on it, and it was still suitable as 
a gas reservoir and would save the government a lot 
of money because it wouldn’t have to put storage 
on the surface taking up maybe twice or three times 
the area, and building steel tanks, in order to util- 
ize it properly it would have to drill additional 
wells to be able to force more gas in it than it 
could by one well or two wells, it would have to 
pay for the equipment necessary to drill those addi- 
tional wells. Now, that equipment is there, it is 
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available for use. Are they to get that equipment 
for nothing and just pay for the value of the oil 
in the ground alone? That is what Mr. Weymann’s 
argument is. 

In other words, my contention is that the fair 
market value, what a purchaser willing to buy and 
having a reasonable time to look around would pay, 
and what a seller who is willing to sell and having 
a reasonable time in which to find a buyer would 
sell, both of them will take into consideration, 
first, how much oil 


The Court: I think you have already argued 
that, Mr. Dechter. Let me ask you this question: 
How do you distinguish these cases that Mr. Wey- 
mann has referred to? 

Mi. Dechter: I distinguish them in this way, 


[37] 


that m the case of the 'vimes 

The Court: Or reconcile them? 

Mr. Dechter: In the case of the Times there 
was no separation of ownership, and what the prop- 
erty owner was trying to do was to treat fixtures 
like plumbing separate from being a part of the 
building. In other words, ike the paper mill that 
he referred to, if that paper mill was sold it would 
be sold as a unit, and it is the market as a whole. 

It is my contention the market of my leasehold is 
made up by the oil m the ground and by the per- 
sonal property, those are the two elements that 
make it up, and by any other use to which the 
property can be put. That seems to be indicated by 
this district judge opmion from the District of Co- 
lumbia that he cited, in which they point out that 
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where there is a divorcement of ownership between 
the real estate and the personal property, and it is 
necessary for an apportionment, you have to put a 
separate valuation on it. In this case of the San 
Diego Bank, it was a case where the bank owned 
the building and the vault, and, incidentally, in 
that connection I understand in a later case the 
county assessors have treated for taxation pur- 
poses the vault as being part of the real estate. 
Now, using that point, it just occurs to me that 
the county assessor in assessing an oil well assesses 
it in this manner: First, the mining rights. That 
would be the value of the oil in the ground, the oil 
recoverable; second, the personal property con- 
sisting of the derrick, tubing, [33] rods and the 
pumping equipment. Now, in so far as the tubing 
and rods are concerned, your Honor, that isn’t a 
permanent part of the premises; those things hang 
in the hole, and in an ordinary well they are prob- 
ably taken out maybe on an average of once or 
twice a year for the purpose of cleaning out the hole 
or for the purpose of removing a clog in the tubing, 
or a rod breaks and it is a simple matter just to 
pull it out of the hole, and you insert it back in. It 
hangs on a hanger. The derrick, it is common prac- 
tice for derricks to be skidded off one location and 
moved to another location. Tanks, the same man- 
ner. In other words, even from the standpoint of 
fixtures, they are not so affixed to the real estate as 
to become a fixture. In this case we have a spe- 
cific right on the part of the tenant to remove the 
casing, as well as the rest of the other personal 
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property, and you don’t have that situation in any 
of the cases that counsel has cited. 

Mr. Weymann: May I reply very briefly, your 
Honor? 

We have, of course, no quarrel with the general 
proposition that these fixtures are trade fixtures 
and may be removed as between lessor and lessee. 
There is no question as to the statement of the law 
by Mr. Dechter in that regard. Our contention is, 
however, that it does not apply as between con- 
demnor and condemnee. Mr. Dechter uses the illus- 
tration that a purchaser of this leasehold estate 
would not acquire [389] the personal property. Ob- 
viously because a purchaser of any property takes 
it subject to the covenants and conditions of the 
lease. A lessee and a lessor may agree that a build- 
ing, even, may be personal property no matter how 
it may be affixed, and it depends entirely on the 
agreement between them. But when the govern- 
ment comes in and takes possession and condemns 
all of the property, as Justice Cardoza once used 
the expression, if there is such a thing as an orig- 
inal title, it is a title derived from a condemnation 
proceedings. [40] 

The Court: Well, when you sav condemns all 
the property, there is where the bone of contention 
is. If there was no question about all the property 
being condemned, then we wouldn’t have anything 
to argue about. However, there might be a case. 
Suppose you brought your condemnation. Let us 
take the Treasure case, the one Judge McCormich 
had before him where the question as to the per- 


ee 
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sonal property was involved. The mere fact that 
you said you were going to take the land would 
not necessarily include the personal property. You 
sav, ‘‘We are not interested in the personal prop- 
erty.’’ You might say that. ‘*We don’t eare any- 
thing about the personal property, all we want is 
just the land,’ and I think you might well take 
that position in some similar case. That is, you 
started out here. You say, ‘‘We are taking the 
land. We are taking the real property, and we 
are not interested in these other things.’’ The con- 
demnee might say, ‘‘Well, now, here is some prop- 
elty that is of no use to me. It is personal property. 
It is connected with the operation of the well and 
vou ought to take it.”’ 

You might take the other side of it and say, **We 
don’t want to take that because we are interested 
only in the condemnation of the land. 

Mr. Wevmann: That, as a matter of facet, 1s 
what was done. In many instances that surplus 
equipment was actually returned. [41] 


The Court: What about these rods that were 
referred to? They are not attached in any way 
to the well or the derrick ? 

Mr. Weymann: ‘They are part of the operating 
equipment under these cases. 

The Court: Well, would a wrench be a part 
of the operating equipment, too? 

Mr. Weymann: No, because it wasn’t used for 
that particular well. A wrench can be used for 


any purpose. 
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The Court: So can rods, I assume, from what 
My. Dechter said. 

Mr. Weymann: In a well, yes. 

The Court: Then, what about the derrick? For 
example here, I think the court will have to take 
judicial notice that a derrick is ordinarily found 
in these oil fields in California and may be and 
usually is removed from the well site, and Mr. 
Dechter has made the statement that maybe he 
skidded from one location to another. 

Mr. Weymann: That is correct, your Honor, and 
as between lessor and lessee there is no question 
about that. J used an unfortunate expression when 
T said ‘‘taking all the property.”’ 

The Court: That is what I had in mind. 

Mir. Weymann: What I meant there was that 
we took the property of both the lessor and the 
lessee, so that as between the two parties, as between 
their respective rights, those were merged in the 
entire taking. When the Government comes [42] 
into possession, it does not come in as the successor 
in interest and subject to all the covenants and 
conditions. It comes in under the original pro- 
eeeding, and that is precisely what was held in the 
cases which I have cited to the court. 

Reference was made to Judge MeCormick’s opin- 
ion as to the equipment. As I attempted to point 
out before, that equipment is lying on the ground. 
It was not used in the operation of those wells. 
It was equipment which Mr. Brightwell had put 
there, drilling equipment which he was using or 
had used or intended to use in the drilling of other 
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wells. There is no question about this property 
being trade fixtures, but under the cases we believe 
trade fixtures pass with the realty in a condemna- 
tion suit. 

The Court: What about the position Mr. Dechter 
has referred to ‘‘The action is to be construed as 
a sale between the grantor and the grantee’’? 

Mr. Weymann: Only to this extent, that the 
measure of compensation for the taking is that 
which a willing purchaser would pav to a willing 
seller, a reasonable time having been had 


The Court: That only refers to rules of evi- 
dence. 

Mr. Weymann: Jt only refers to rules of evi- 
dence, but the Government is not in the position 
of a purchaser because the Government comes in 
under its paramount authority. It is [43] not a 
successor in interest of the rights of the owner. 
For example, suppose the property was held sub- 
ject to various covenants and restrictions. The 
purchaser of that property from the owner would 
take it subject to the covenants and restrictions, 
but in a condemnation proceeding if all the parties 
were brought into the proceeding those covenants 
and restrictions would be wiped out and a new 
title would be taken. The Government is not in a 
position of a buyer. 

The Court: Yes. I interrupted you. Now, have 
you anything further to add? 

Mr. Weymann: Just this one more point. Un- 
der Section 1246 of the Code of Civil Procedure 
of the State of California, the property is to be 
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taken as a unit. While it is true that there may 
be, as Mr. Dechter said, an apportionment of the 
compensation as between lessor and lessee and the 
various interests in the unit taken, the condemnor 
is entitled to have the property taken valued as 
a Whole and an entire award made. 

The Court: All right. What effect does that 
have upon the date of the determination ? 

Mr. Weymann: Well, that has no effect on the 
date of the determination because that is dependent 
entirely upon the question of whether or not this 
equipment, this operating equipment was included 
under the original authorization. 

The Court: Well, we are really arguing here, 
anv way I thought you were originally to argue 
this so the court would [44] know what was the 
proper date for the determination of the value, 
whether it is September of 1942 or October of 1943. 
That is the question we started to argne here. 

Mr. Weymann: That is correct, and our position 
is that the date is September 28, 1942. 

The Court: That is the reason I am asking you 
about this. If it is to be determined as a whole, 
your position is that it must be as of September 
of 1942, but suppose Mr. Dechter’s position is cor- 
ret, your position being correct that it must be 
determined as a whole, then would it have to be 
determined as a whole as of October of 1943? 

Mr. Wevmann: I don’t see how it can be, be- 
eause there isn’t any question but what the land 
was taken on September 28th. 

The Court: There is no question but what the 
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other part was taken in October of 19438. Then, 
where are we? 
Mr. Weymann: Well, then, as a matter of neces- 


sity, assuming that of course as a hypothetical 
situation, then as a matter of necessity it would 
have to be valued as of a later date. 

The Court: Then the values would have to be 
separate? 

Mr. Weymann: ‘They would have to be separate 
because there would be two separate takings. We 
would have an analogous situation it would seem 
where you have a condemnation of an easement in 
certain land, we will say, and a subsequent [45] 
condemnation of the fee, or a condemnation rather 
of a leasehold, which is exactly what frequently 
happens. ‘he Government comes in and takes the 
term of a year on property and then subsequently 
comes and takes the fee. There would have to 
be two separate proceedings. 

The Court: Yes. Now, let us take this, Mr. 
Weymann. Suppose we have, as in our particular 
case here, the condemnation of the land beginning 
say on September 1942. Then, later on, by the 
amendment which we have, certain personal prop- 
erty is to be condemned. Let us just take that 
particular case which may not be involved here, 
but let us take that anyway. Then, there would 
have to be two separate valuations, wouldn’t there? 

Mr. Weymann: Yes, there would. I see no other 
out. 


The Court: So then, in that event, there would 
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be a departure from the ordinary rule that there 
must be just one valuation? 


Mr. Weymann: Yes, the unit rule. 


The Court: I have asked you gentlemen to argue 
this for the enlightenment of the court. Is there 
anything else you would like to call attention to? 

Mr. Weymann: I think not. JI think our posi- 
tion is stated in those cases, and if I may submit 
the California citation on the other one? 

The Court: Yes. I would like to have you do 
that, and [46] then you gentlemen look up this 
question of the sub-lease and let the court know 
about it as soon as possible. 

Were you about to add something, Mr. Dechter? 

Mr. Dechter: Yes, two things, your Honor. 

The Court: Have you finished, Mr. Weymann? 

Mr. Weymann: Yes, sir. 

My. Dechter: Page 1 of the exhibit to the last 
amended complaint, which is the inventory, 1s 
headed ‘‘Union Oil Company of California Inven- 
torv of Materials and Supplies taken over by De- 
fense Plant Corporation, September 29, 1942.”’ 
Page 105 of the same exhibit is headed exactly the 
same way for the Treasure Oil Company. I am 
merely pointing that out in connection with Judge 
MeCormick’s decision. 

Now, on the point of the analogy of vendor and 
vendee, my instruction No. 14, which is based on 
the United States Supreme Court case, says: 

‘In determining the market value of the prop- 
erty condemned for public purposes, the same con- 
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ditions are to be regarded as in a sale of property 
between private parties.’’ 

The Court: Read that first part. 

Mr. Dechter: ‘‘In determining the market 
voles 

The Court: Well, I think that is what Mr. 
Weymann contends. Isn’t that right, Mr. Wey- 
mann ? 

Mr. Weyman: I didn’t get that, if the court 
please, [47] 

The Court: It seems to be a rule of evidence | 
that he is referred to. 

Mr. Dechter: I will read it again: 

‘“‘In determining the market value of the prop- 
erty condemned for public purpose, the same condi- 
tions are to be regarded as in a Sale of property 
between private parties.”’ 

Therefore, my contention is that if there was a 
sale of lands between private parties, it would not 
include a sale of trade fixtures or personal property. 

Mr. Weymann: May I make one observation, 
your Honor? 

The Court: Yes. 

Mr. Weymann: Mr. Dechter referred to this in- 
ventory and referred to the Treasure Company 
property beginning on page 105. The whole con- 
troversy with respect to the Treasure Company 
property was not that property on page 105, but 
solely on that property which is headed ‘‘Items 
deleted from the original inventory as not being 
needed in the Playa del Rey project.’’ The property 
in the well was not under consideration at all. 
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Mr. Dechter: Mr. Weymaim. answer me this. 
Isn’t it a fact that your office mtervened in the 
State Court action and moved for its dismissal 
upon the ground that this court had exclusive juris- 
diction in the condemnation matter over the same 
property? And, isn’t it a fact that you asked Judge 
[48] McCormick in this very same case to enjoin 
the State Court from going ahead with that matter 
because it involved the same property that was 
covered in this condemnation matter? 

Mr. Weymann: That is correct. 

Mr. Dechter: And that is what Judge McCor- 
mick said. 

My. Weymann: Yes, that is correct. Judge Me- 
Cormick held that the property which was marked 
‘“‘Deleted’’ was not ineluded in the condemnation. 

The Court: Jf you have finished, I would like 
to ask you another question which I thmk may 
save some time in the actual trial, and that is as 
to whether you can agree upon the rule to be fol- 
lowed as to the reception of evidence, that is, as 
to the sale of other property, evidence of sales, 
whether it may be brought out on direct examina- 
tion or upon cross examination. I have had some 
cases recently in which that matter has been dis- 
cussed, and the attorneys have been able to agree. 

Mr. Weymann: May I say this, vour Honor, 
and in the first instanee I am willing to stipulate 
that the highest and best use of that property is 
the use to which it was put by Mr. Block. 

The Court: That will save time. 

Mr. Weymann: So that will eliminate that ques- 
tion. 
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The Court: Do you agree to that, Mr. Dechter? 

I will agree that is the highest and best use that 
Mr. Block put the property to, but I would not 
agree that it is the highest and best use to which 
the property might be put. 

The Court: Then you don’t agree? 

Mr. Dechter: No, your Honor. 

Mr. Weymann: No, we don’t, then. 

The Court: What about the question I asked? 

Mr. Dechter: ‘here was some confusion on that 
point up until two years ago when the legislature 
of California amended the Code by adding a new 
section which gives an expert on direct examination 
the right to give his reasons instead of waiting until 
cross examination. 

The Court: Yes, but I want to tie it down to 
something more specific, that is, as to giving the 
evidence of the sales of other similar property. 
Usually that is brought out on cross examination. 
fn cases I have had recently it has been agreed 
that it might be done either way, as the parties 
desire. 

Mr. Weymann: I am willing to so stipulate. 

Mr. Deechter: I will so stipulate. 

The Court: That is, that it may be brought out 
either on direct or cross examination ? 

Mr. Weymann: Yes. 

Mr. Dechter: So stipulated. 

The Court: Very well. Court will recess until 
tomorrow [50] morning at 10:00 o’clock. 

(Whereupon, at 12:25 o’clock p. m. Tuesday, 
July 24, 1945, an adjournment was taken until 
10:00 o’clock a. m., Wednesday, July 25, 1945.) 
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Los Angeles, California, 
Wednesday, July 25, 1945, 10 a. m. 
(A jury was duly enrpaneled and sworn.) 


The Court: All the others who have been sum- 
moned here to act as jurors are now excused. You 
will return when notified. 

Is there to be an opening statement? If so, you 
may proceed. 

Mr. Weymann: Yes, I think I desire to make 
an opening statement. At this time. however, if 
the court please, I would hke to offer a stipulation 
that all the proceedings had vesterday morning and 
all of the evidence introduced mav be considered 
as introduced in the course of this trial. 

The Court: That is, those which were intro- 
duced ? 

Mr. Weymann: Those which were introduced. 

The Court: In other words, you adopt the pro- 
ceedings of yesterday as part of this trial? 

My. Wevmann: That is correct. 

Mr. Dechter: So strpulated, and mav I ask 
counsel for the Government to stipulate that the 
sublease owned by Sam Block provides in para- 
eraph 9 thereof as follows: 

“On termination of this sublease by the sublessor 
for any reason whatsoever, sublessee shall quit- 
claim and peaceably surrender to the sublessor these 
premises and thereupon sublessee shall be given 
30 days to thereafter [53] remove any personal 
property and equipment placed on the premises 
herein subleased.”’ 
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Also, that paragraph 18 of said sublease pro- 
vides as follows: 

‘“Hach and every term of the original oil and 
gas lease shall be binding upon the sublessee to the 
same purpose and to the same effect as if each 
and every term and condition thereof were fully 
set forth herein, and sublessee hereby agrees to 
comply with each and every term and condition 
thereof and to hold suhblessor free of eaeh and 
every obligation imposed by said original lease, and 
free and clear of all liability in anv way pertaining 
thereto, and sublessee shall be entitled to all benefits 
of the said oil and gas lease which do not conflict 
with the express terms of the sublease; provided, 
however, that the terms of this paragraph shall 
apply only to the premises herein subleased.”’ 

Mr. Wevmann: So stipulated. [54] 

Mr. Weymann: Mr. Dechter, may it be stipu- 
lated that this map of the area may be used for 
the purpose of identifying the property, subject to 
correction ? 

Mr. Dechter: 1 will so stipulate, your Honor, 
but in view of the fact that 1 haven’t personally 
examined the map and rely upon Mr. Weymann, 
the stipulation would be subject to any correction 
I might make during the course of the trial. 

The Court: Is that satisfactory, Mr. Weymann? 

Mr. Weymann: That is perfectly satisfactory. 

The Court: It is agreeable to the court. 

Mr. Weymann: May we offer this as an exhibit 
for identification? 

Mr. Dechter: No objection. 
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Mr. Weymann: Exhibit next in order. 
The Court: It may be marked as Plamntiff’s Ex- 
hibit No. 6 for identification. 
(Whereupon, the document referred to was 
marked as Plaintiff’s Exhibit No. 6, for identi- 
fication. ) 


Mr. Weymann: I wonder if we may have the 
blackboard. Can you all see that map? 

Ladies and gentlemen, or lady and gentlemen, to 
enable you to follow intelligently the evidence which 
will be produced before you, and upon which you 
will base your verdict in this case, it is necessary 
that you should have some idea of location, nature 
and extent of the property which is taken [55] in 
this proceeding in condemnation by the United 
States under its power of eminent domain. 

Outlined here in red—— 

The Court: Mr. Weymann, may ! suggest that 
you stand a little to one side so the court will have 
a full view? 

Mr. Weymann: Yes. Outlined in red here is 
what is generally known as the Plava del Rey oil 
field. That is located north of Manchester Avenue 
about a mile from the Pacific Ocean. Are you 
familiar with those streets? 

Here is Manchester Avenue runnine west, and 
here is Pershing Drive. Most of this property is 
on a hni!] 

The Court: Mr. Weymann, if you could do that 
from the other side it might be better. might be 
a little awkward, but I couldn’t see what you were 
indicating. 
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Mr. Weymann: Here is Pershing Drive, and 
about a half mile further is the hill, palisades over- 
looking the Pacific Ocean. 

Running down here is Culver Boulevard, and 
the old Pacific Electric Railway right-of-way to 
Manhattan Beach. 

What is being condemned in this project is an 
underground natural reservoir for the conserva- 
tion, the storage, injection and withdrawal of nat- 
ural gas. Mr. Block owned certain interests in that 
property which I will describe, and for which he 
seeks and is entitled to receive compensation, just 
compensation. [56] 

In the ordinary condemnation proceeding we deal 
with ordinary real estate; that is, property which 
is subject to view, which is on the surface, and 
which consists of perhaps a lot of buildings, im- 
provements, and perhaps some property. We have 
a more difficult situation here, because the property 
involved in this particular trial consists of certain 
mineral rights and oil lying 6,000 feet under the 
sround. Mr. Block has certain interests in those 
mineral rights. 

The evidence in this case will, in the first in- 
stance, serve to dispel some popular notions with 
vegard to the nature of an oil deposit. Many 
people imagine that oil is found underground in 
a pool or a lake or ina river. That is not the case. 

The oil which is recoverable in an oil well is 
contained in a sand or sandstone or limestone of a 
sparse coat which is saturated with oil and gas and 
to some extent water, laid and overlaid with layers 
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of impervious rock which prevents its eseane to 
the surface. Perhaps an illustration will serve to 
show what is meant. 

We may take a five-gallon bucket of sand and fill 
it to the top with sand so that no more can be put 
into it and yet you may pour into that a fluid, oil 
or water, which is absorbed and taken wp without 
increasing the volume. That is dependent upon the 
porosity of the sand, that is, the spaces between 
the grains of sand. Now, in that way oil and gas 
are found in a subsurface condition. The oil is 
usually associated with gas under pressure so that 
if a well is drilled from the surface down to the 
oil sands and a vent left for raising it to the surfaee, 
the internal pressure, the pressure of the gas, wil] 
foree or compel the oil to flow to the surface and 
there you have a flowing well. 

Now, as that oil is gradually withdrawn together 
with the gas, the pressure decreases and then the 
well has to be put on the pump, and it is pumped 
until it reaches a state of depletion. That is the 
stage at which the amount of commercial oil and 
gas which may be recovered no longer is sufficient 
to justify the cost of raising it to the surface and 
making it salable, and in that event, of course, the 
well is abandoned. [58] 

Now, the term ‘‘abandonment’’ used in the oil 
industry has a special and peculiar significance 
which the evidence will disclose here. It means 
something more than just walking away and leaving 
it, and you will hear a number of technical terms 
which so far as possible the witnesses will explain. 
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Now, for a man to drill a well and produce oil 
from it, it is necessary for him to have a drill site 
or a well site. That means that he must either own 
the land over the surface and the surface, or he 
must make some arrangement with a man who does 
own it. That gives rise to an oil and gas lease. An 
oil and gas lease simply means this, that the owner 
of land overlying an oil-bearing structure or oil- 
bearing sands, or believed to be oil-bearing, enters 
into an agreement with a man who will drill or 
produce, or attempt to produce oil, and in consider- 
ation of that right, the owner will receive a certain 
proportion free and clear of the cost of operation 
of the oil and gas produced, which is called the 
land owner’s royalty which varies according to the 
field and according to the location and the condition. 
In this instance it will be shown that the land 
owner’s royalty was 1/6th of the oil and gas pro- 
dueed. 

That is the land owner’s royalty, and in consid- 
eration of that a lease is executed which enables 
the operator to produce that well so long as ail 
and gas is produced in ‘paying quantities. Now, 
sometimes, as in this instance, the man who owns 
[597 or who has acquired the original lease, the 
right to produce the oi], does not drill any wells 
but he subleases to someone else, as in this instance. 

The evidence will show that there was an original 
lease, a master lease called the Spangler lease on 
this property outlined in green, excluding however 
those lots which are marked in green. The original 
lease, the Spangler lease, was made on a 1/6th 
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royalty. Mr. Spangler in turn subleased portions 
of his lease to the Colly Oil Company on a 30 per 
eent royalty. That is, the Colly Oil Company would 
pay the land owner the 1/6th royalty and would pay 
the sublessor, Mr. Spangler, the difference between 
the land owner’s rovalty and the 30 per cent, that 
is, 13 and 1/3rd per cent. That is called an ‘‘over- 
riding royalty.’’ The only difference between the 
land owner’s royalty and the overriding royalty is 
this, that the land owner’s royalty goes on indefi- 
nitely as long as oil and gas can be produced, but. 
the overriding royalty continues only so long as 
the lease, as the master lease in which the over- 
riding royalty 1s reserved, is in good standing. 

By two subleases, Mr. Spangler subleased to the 
Colly Oil Company these drill sites or well sites 
marked here in purple, and these dots here show 
the two wells drilled by the Colly Oil Company. 
One, at the time the Government took it over, was a 
producing wel! and that well which is located here 
is now known, or was at the time the Government 
took it, as [60] Block’s No. 10, I believe. So, Mr. 
Block now claims compensation for the value of his 
sublease, that is, for the value of the right to pro- 
duce the oil from that sublease and the rovalty of 
30 per cent. 

However, Mr. Block also has another interest. 
That is, he has a portion of the original overriding 
royalty which he purchased, and to return, I said 
that these subleases were made to the Colly Oil 
Company. Then, Mr. block subsequently purchased 
from the receiver of the Colly Oil Company all the 
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right, title and interest of the Colly Oil Company 
in these leases and subleases and now owns them. 

Mr. Block also owns of the overriding royalty 
10 7/12th per cent of the total production, remem- 
bering that Mr. Spangler in his sublease had re- 
served the overriding royalty being the difference 
between 1/6th and 30 per cent, the 10 7/12ths, then 
of the total production Mr. Block owns as an over- 
riding royalty, and evidence will be introduced as 
to the value of that separate and apart from the 
value of his sublease and his equipment thereon. 

As the court has informed you, in a condemna- 
tion suit the order of proof is reversed, that is, the 
defendant puts on his case first and shows his con- 
ception of value, and then the plaintiff offers its 
evidence in rebuttal. 

I think that about concludes what I have to say, 
if the court please. 

The Court: Mr. Dechter, do you desire to make 
a statement at this time or at a later time? 

Mr. Dechter: I would just as soon make it now, 
your Honor. 

The Court: Very well. 

Mr. Dechter: May it please the court, and lady 
and gentlemen of the jury. Cn or about September 
of 1942, as Mr. Weymann has informed you, Mr. 
Block was the owner of an oil and gas leasehold 
embracing two parcels of property which are des- 
ignated as parcels 87 and 103. Both of those par- 
eels were included in what is known as the Playa 
del Rey oil and gas field. 

There had been two wells on each of those par- 
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eels. However, in September of 1942, only one of 
those wells was in operation and producing oil, and 
one day in September, Mr. Block went to his well 
and he was told that the well was no longer his, 
that the government had taken it over. About a 
month later a complaint was filed in this matter in 
condemnation, but that complaint wes not served 
and was amended some [62] time about a vear later, 
and the amended complaint was served on Mr. 
Block. 

Under that amended complaint it is recited that 
the government in order to relieve a shortage of 
gas which would impede the war effort—apparently, 
as you all know, during the winter im Sonthern 
California there usually is a shortage of gas, and 
during normal times the industrial plants have been 
penalized so that the homes would get the gas that 
is necessary, but during the war the industrial 
plants had to have this gas, so the government, in 
its wisdom, decided to take over tins entire field 
and use it as an underground gas reservoir, instead 
of buying a lot of land and building tanks to store 
gas on the surface. 

Mr. Block didn't have this well for sale, but 
when the government wants something it has a 
right to take it, and the only limitation is under 
our Federal Constitution the government must pay 
full and just compensation for such property. 

In their complaint they state that what they de- 
sire to take is not only the real property but the 
personal and mixed property. In their complaint 
thev state the desire to condemn both the full fee 
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simple title and also title to all the personal prop- 
erty and trade fixtures located on said real property. 

The Court: You are now referring to the 
amended complaint? [63] 

Mr. Dechter: Yes, your Honor; paragraph 8 
and paragraph 10. 

The Court: Well, I only call attention to that 
because you first said there was a complaint and 
then an amended complaint. You are now refer- 
ring to the amended complaint ? 

Mr. Dechter: Yes, that is the only complaint we 
have seen, your Honor. 

The Court: I just want to make it clear for the 
record. 

Mr. Deehter: Thank you. It will be your prov- 
ince from the evidence that is introduced here to 
try to place, or, rather, make Mr. Block whole, that 
is, by giving him what would be a full and fair 
valuation. If he had desired to sell said property 
on that date, in arriving at that valuation you are 
to take into consideration all available uses to which 
the property might be put. 

The Court: I think you are going more into the 
matter of the instructions of the court as to the evi- 
dence that may be received, Mr. Dechter. 

Mr. Dechter: Maybe your Honor is right. At 
any rate, the answer filed by us sets forth that we 
have this leasehold interest which is subject to a 
total landowner’s and over-riding royalty of 30 
per cent, and that is conceded by the government 
that we own that interest; that we also own 10 7/12 
per cent of the sublessor’s or overriding royalty. 
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In other words, Mr. Block has acquired and now 
stands in a [64] sort of dual position; he is also the 
lessee and in a way he is also partly the sublessor 
or landlord of this sublease, so that particular over- 
riding royalty or sublessor’s interest has to be val- 
ued separately, and the government will agree with 
me on that point that that will require a separate 
valuation. 


Then there is the personal property and trade 
fixtures which are located on this well and which 
are used in connection with the operation of the 
well. In that regard the court will instruct you as 
to how you are to piace your valuation on that 
property and as of what date that valuation shall 
be fixed. I believe that covers it, your Honor. 


The Court: The court will take a recess at this 
time and the court admonishes the jury that at 
this recess and at all others it is their duty not to 
converse among themselves nor to suffer any one to 
address them upon any subject connected with the 
trial, and not to form or express any opinion 
thereon until the cause is finally submitted to the 
jury. This is not just a formal admonition to be 
listened to and not heeded, but it is one that must 
be heeded very carefully. It is very important that 
this be heeded in its entirety by the members of 
the jury. I may say that sometimes during the 
course of a trial, and particularly if the trial is ex- 
tended, when vou are away some one may come 
up and start to talk with you about the trial. It is 
done innocently in most cases. [65] But if that hap- 
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pens, just say, ‘‘I am on the jury and I can’t talk 
with you.’’ 

You are now excused for a few minutes. You 
may retire to the jury room, and you will return 
when called by the bailiff. 

(A recess was taken.) 


The Court: The jurors are all present and in 
their places, is it so stipulated ? 

Mr. Weymann: So stipulated. 

My. Dechter: So stipulated. 

The Court: You may proceed. 

Mr. Dechter: Call Mr. Block. 


SAM BLOCK, 


called as a witness by and on behalf of the defend- 
ant, having been first duly sworn, was examined 
and testified as follows: 


The Clerk: Your name is Sam Block? 
The Witness: Sam Block. 


Direct Examimation 
By Mr. Dechter: 

Q. My. Block, you are the defendant in this 
case ? A. The defendant, yes. 

@. And you are the owner of parcels 87 and 103, 
described in the amended complaint filed in this 
matter ? A. Yes, sir: | 

@. And those parcels consist of subleases on the . 
real [66] property described in the amended com- 
plaint. AY Yesyacte 
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Q. And those subleases are subject to 30 per cent 
landowner’s and sublessor’s royalty ? 

ma Ves, sit. 

The Court: Will you talk out a little louder, 
please, Mr. Block? 

The Witness: Yes. 

@. By Mr. Dechter: On one of those subleases 
is located a well known as Block Well No. 10? 

A. Yes. 


@. And on that wall in September of 1948, 742, 
rather, was there personal property, machinery and 
equipment, used in connection with the operation 
of that well? A. Yes, sir. 

Q. And that personal property is the personal 
property described in the exhibit attached to the 
complaint, being Exhibit C? 

The Court: Are vou referring to the amended 
complaint ? 

Mr. Dechter: Yes, your Honor. 

The Court: I think it would be better for vou 
to designate it. 

Mr. Dechter: An amended complaint? 

The Court: Yes; because of some controversy of 
which you are aware, I think it would be better to 
so refer to it. [67] 

Q. By Mr. Dechter (Continuing): Which per- 
sonal property is set forth on Exhibit C of the 
amended complaint, pages 1, 2, 3 and 4, and which 
is headed ‘‘Inventory of Material and Supplies 
Taken Over by Defense Plant Corporation, Septem- 
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ber, 1942, Block Oi] Company, 1055 South LaBrea 
Street, Los Angeles ?’’ 

Mr. Weymann: Just a moment. If the court 
please, it was my understanding, I believe, that we 
were to consider now only the overriding royalty 
until the court determined 

The Court: I think it would be advisable if 
that could be done. 


Myr. Dechter: I didn’t make any such under- 
standing. I told the court in chambers that I would 
not prefer to try it piecemeal, | would rather try 
the whole thing, and there was no decision made on 
that point. That is my understanding of what took 
place in chambers. 

The Court: Well, my understanding is the same 
as My. Weymann’s; but then you won’t be bound 
by that, Mr. Dechter. My thought was that we 
would first consider the valuation as to the over- 
riding royalty; that as to the other two items, 
they could be considered at a little later time, fur- 
ther in the course of the trial. Mr. Dechter, you 
may proceed in your own way. 

Mr. Dechter: Very well. May I have the ques- 
tion? 

(The question was read.) [68] 


A. Yes, sir, with the exception they overlooked, 
they forgot to put in 2,000 barrels oil tanks in this 
inventory. [69] 

Q@. By Mr. Dechter: In other words, at the time 
that the Defense Plant Corporation took over your 
property, there was also on the real property and 
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used in connection with the oil well, two 1000- 
barrel tanks? 

ee Nes, sit. 

@. What were those tanks used for? 

A. To pump the oil in. 

Q. For the purpose of storing oil produced 
from the well until such time: as the purchasing 
company removed the oil from those tanks? 

A. Yes, sir. 

@. And on or about September of 1942, at the 
time the Defense Plant Corporation notified you 
they were taking over your property, what had 
this Block well No. 10 been producing ? 

A. 25 barrels per day. 

Q. And in addition to your owning this lease- 
hold subject to 30 per cent and the personal prop- 
erty described on Exhibit C of the amended com- 
plaint, supplemented by the two tanks which vou 
have mentioned, did you in addition also own a 
part of the sublessor’s or overriding royalty ? 

A. Yes. 

Q. You owned how much? 

A. 10 and 7/12ths per cent. 

Q. 10 and 7/12ths per cent? A. Yes. [70] 

Q. Now, calling your attention to that 10 7/12ths 
per cent of the gross oi! and gas from Block Well 
No. 10, do you have an opinion as to the value— 
withdraw that. 

What is your business ? 

A. Producing oil and oil well equipment. 
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Q. When you say oil well equipment, what do 
you mean? 

A. I am in that business of buying pipe, cas- 
ing and machinery. 


Q. You have been in the business of buying and 


selling and rendering oil well machinery and equip- 
ment ? A. Yes, for the last ten years. 
Q. For how long? 
He Hor tie laisitermyenrs: 
@. Here in Los Angeles? 
A. Los Angeles and Bakersfield, both. 


Q. How long have you been engaged in the busi- | 


ness of owning and operating oil wells? 
A. About the same time. 
@. And being engaged in that business, you have 


become familiar with what people ask and what — 


people receive for oi] wells, overriding royalties and 


oil well machinery and equipment ? 

A. Yes, sir. 

@. Do you have an opinion as to what the lease- 
hold interest owned by you, subject to 30 per cent 
Jand owner’s and overriding royalty, was worth, 
or the fair market value on [71] or about Septem- 
ber of 1942? 

A. I would judge around $600.00 a unit. 

Q. Iam talking now about the leasehold interest. 

A. Oh, the leasehold interest. You mean the 
equipment ? 

@. Do you have an opinion? First answer yes 
or no. 


The Court: He doesn’t understand the question, — 
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apparently from his question, so you had better 
start in again. 

Mr. Dechter: Very well, sir. 

Q. Calling your attention now to the leasehold 
interest which you own in Parcels 87 and 103, sub- 
ject to 30 per cent landowner’s royalty, do you 
have an opinion as to what the fair market value 
of that leasehold was, subject to 30 per cent land 
owner’s and overriding royalty? 

The Court: I thimk you had better state the 
date. 

Mr. Dechter: As of September, 1942. 

The Witness: Yes, sir. 

Q. By Mr. Dechter: And what, in your opin- 
ion, was the fair market value of the leasehold in- 
terest subject to that 30 per cent landowner’s and 
overriding royalty as on September of 1942? 

A. $35,000. 

@. And does that valuation include the value 
of the personal property and fixtures? 

ma No, sir. 

Q. And what in your opinion was the value of 
the [72] personal property and fixtures set forth 
in Exhibit C of the amended complaint, adding 
thereto the two storage tanks you have mentioned ? 

A. $22,000. 

Mr. Weymann: I didn’t get that answer. 

(Answer read.) 


Q. By Mr. Dechter: What in your opinion was 
the fair market value of the 10 7/12ths per cent 
gross overriding royalty in September of 1942? 
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A. $6,000. 

@. I will ask you, Mr. Block, if you know 
whether the demand for oi! properties was greater 
than the supply in the year 1942 or particularly 
about September of 1942? 

The Court: What is the purpose of that ques- 
tion? 

Mr. Dechter: The purpose is to show, your 
Honor, that there was a large demand for oil prop- 
erties and a very few oil properties available at 
that time. 

The Court: What materiality would that have? 

Mr. Dechter: Well, it goes to the market value. 

The Court: Wouldn’t that be more a matter of 
cross examination? This witness has not only quali- 
fied himself to testify as to the value as of Septem- 
ber of 1942, but he was the owner of the property. 
So, he was qualified on two bases. This other, it 
appears to the court 

Mr. Dechter: I think, your Honor, I don’t care 
to press [73] it, but I think under the new section 
of the Code of Civil Procedure if a person testi- 
fied he is an expert, he is permitted to give his 
reasons as an expert. 


The Court: Yes, but you are asking him some- 
thing that is not involved in that type of question. 

Mr. Dechter: Very well. 

The Court: If you want him to give his rea- 
sons, you may have him do so. He has a right 
to do that. 

Mr. Dechter: You may take the witness. 
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Cross Examination 
By Mr. Weymann: 


Q. My. Block, how did you arrive at the valua- 
tion of $35,000 as the value of your leasehold in- 
terest ? 

A. I arrived by multiplying so many barrels per 
year and the life of the well would be at least ten 
years, and by multiplying it, it would he that 
amount. 

Q. Then, will you give us those figures, please ? 

A. 3865 days at 25 barrels per day. That would 
be 9,125 barrels per year. 


Q@. Yes? 
A. At 94 cents per barrel would be $8,577.50 per 
year. 


The Court: What was that last? 
(Answer read.) 


The Court: Proceed. [74] 

The Witness: Now, you multiply that by ten 
years, the life of the well, which is $8,575.00, less 
30 per cent royalty off. 

Q. By Mr. Weymann: What? 

A. $8,575.00 less 30 per cent royalty off. It 
comes to $60,032.50. 

The Court: What? 

The Witness: $60,032.50, and the rest of it I 
have allowed for operating expense. [75] 

The Court: You allowed roughly $25,000.00 for 
operating expense, is that correct? 

The Witness: Pretty close to that, your Honor. 
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Q. By Mr. Weymann: Mr. Block, do you know 
what the operating costs a barrel were? 

A. No, I didn’t go into details on it, of figuring 
out exactly per barrel; but I think it cost around 
45 cents, 40 cents a barrel. 

Q. Operating cost? 

A. About 40. I don’t know, I never kept track 
of it. 

Q. You don’t keep books of account? 

A. Yes, I do, but we don’t break it down exactly 
to the barrel. 

Q. You don’t break it down to the barrel? 

A. No. I have no company; I am all by myself. 

@. You just kept your operating costs per year? 

A. Yes. 

@. In September, at the time this well was 
taken over, was that well producing 25 barrels a 
day? 

A. Yes, sir; and I could have produced more if 
I would have used—I have what you call a vacuum 
compressor. 

Q. You may explain that. 

A. Ihave a vacuum compressor which I haven’t 
used it. I could have produced more oil than what 
I had produced. 

But you produced 25 barrels. [76] 

Yes. 

And what gravity oil was that ? 

About 19 gravity at that time. 

And did you receive the posted market price 
for Tel oil at that time? A. Yessir 
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Q. Which was how much? 

A. Well, that year was only around 75 cents 
per barrel. 

The Court: What year is that? 

The Witness: In 742 it was only 75 cents. But 
she jumped. 

The Court: What year was that? 

The Witness: 742. 

Q. By Mr. Weymann: So that in 1942 you 
received 75 cents per barrel? 

A. About, yes. 

Q. Mr. Block, you have testified that you have 
been in the oil business for 10 years producing 
wells, and you have computed that that well prvo- 
duced 25 barrels a day for 365 days. Is it not a 
fact that the production of that well has steadily 
declined ? 

A. I don’t think so. Not according to our books 
it didn’t decline. In fact, I could have made a better 
well out of it. 

Q. Do you know whether it has declined or not? 

A. No, sir. 

Q. It has not? 

The Court: I don’t believe he understood the 
question. Read back the last couple of questions 
and answers. 

(The record was read.) 


The Court: Did you mean to say that you didn’t 
know whether it had declined or not? 

The Witness: I have had it. It hasn’t declined 
since I have had the well; but what they had be- 
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fore, I don’t know, what the well was doing a year 
or two years before, I don’t know. 

The Court: You meant that you don’t know 
whether it has declined or not? That is your an- 
swer? 

The Witness: ‘That is the answer. 

The Court: JI misunderstood it. [ thought you 
were not answering it as it appeared that you 
were. 

Go ahead, Mr. Weymann. 

Q. By Mr. Weymann: How long have you 
owned that well, Mr. Block? 

A. I bought it in about February, 1942. 

Q. Am I to understand from your answer that 
you had no knowledge of the production prior to 
that time? A. No, i haven. 

Q. You have no knowledge of the production? 

A. No. [78] 

Q. You don’t know what the well was brought 
in at® AS New iidone 

@. In your experience as an oil operator, Mr. 
Biock, is it not a fact that the production of an oil 
and gas well when it approaches a period, its eco- 
nomic hnut, that the production declines? 

A. May I answer it, your Honor, a little dif- 
ferently ? 

My. Dechter: Your Honor, I don’t understand 
the question myself. I think the question is am- 
biguous. 


The Court: It isn’t very clear to me, Mr. Wey- 
mann. 
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Mr. Weymann: I will reframe the question. 

Q. By Mr. Weymann: From your experience 
as an oil operator, can you say whether or not an 
oil well which approached its economie hmit, that 
is, in the last few years of its production, declined 
in the amount of oil produced, that is to say, does 
the oil produced remain constant throughout the 
entire life of the well? 

Mr. Dechter: We will object to it, your Honor, 
upon the ground it is a compound question. I don’t 
know what part the witness is going to answer. I 
think it ought to be segregated so the court and 
jury and I can understand just what part is being 
answered. 

The Court: I believe it is compound, Mr. Wey- 
mann. Let’s see if the court can suggest a ques- 
tion that might serve to clarify it somewhat. [79] 

We speak of the life of a well, that means the 
time of its economic production, that is, when it 
pays to produce the oil; that is correct ? 

The Witness: Yes, that is correct. 

The Court: Now, toward the end of the life of a 
well, does it decrease from its peak production ? 


The Witness: Well, that is a question, your 
Honor, I would like to explain just a couple of 
words. My experience in the oil field, | happened 
to own quite a few wells, about 10 wells, and I 
bought them run down and have improved each 
one of them during my time that | got ahold of 
them in production by working on them. It just 
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depends how they are taken care of. That 1s my 
experience. 

The Court: Generally speaking, there is the life 
of a well, that is, it produces over a certain period 
of years? 

The Witness: That is what they say in the oil 
field, but I didn’t have that experience. 

The Court: Go ahead, Mr. Weymann. 

Q. By Mr Weymann: Mr. Block, how do you 
arrive at the figure of $6,000.00 for the overrid- 


ing royalty ? A. $600.00 a unit. 
@. How much? A. $600.00 a unit. 


Q. ow do you arrive at $600.00 a unit? 

The Court: What is a unit? [80] 

The Witness: Well, one royalty, two royalty. 

The Court: One per cent? 

The Witness: One per cent, that’s right. 

Q. By Mr. Weymann: How do you arrive at 
$600.00 ? 

A. I know in some fields they are asking as 
high as $150000 a per cent, in some fields, some 
wells. 

Q. Speaking of this field. 

A. I arrived at the value of the production and 
so forth. 

Q. What I want to know from you, Mr. Block, 
is how you figured $600.00 per unit and not $500.00 
or $1,000.00 or $1500.00, or $50.00. 

A. On the basis of the income, Mr. Weymann. 

@. On the basis of the income? A. ies! 

Q. What was the income? 
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A. Well, I just gave you the figures. 

Q. You gave me the total valuation. What was 
the income from the overriding royalty ? 

A. I didn’t break that down, Mr. Weymann. I 
didn’t break that down, the income. I know I paid 
—for instance, I paid that company in Hollywood, 
they had about 16 per cent, I ean’t think of their 
name, Bisma was connected with it, Hollywood 
Guarantee 

Q. In other words, I understand, then, Mr. 


Block, that [81] you have no way of segregating 
the income from the overriding rovalty from your 


operating 

The Court: Mar. Wermann, I think vou inter- 
rupted him before he finished. I think he was about 
to say what he paid to the owner. 

The Witness: I used to pay between $135.00 to 
$140.00 a month 

The Cowrt: Now, vou sav you used to. What 
year ? 

The Witness: From the time I got ahold of it. 

The Court: From February of 1942 up to Sep- 
tember 28th? Which is it, 28th or 18th? 

The Witness: 28th. 

The Couit: 28th of September, 1942? 

The Witness: 1942, yes. 

The Court: During that time you paid to the 
owner each month, to the owner of 16 2/3, royalty 
of how much? 

The Witness: $130.00 to $135.00; it depends. 

The Court: $130.00 to $135.00 a month ? 
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The Witness: Yes. 

The Court: It varied according to the produc- 
tion? 

The Witness: Yes. 

Q. By Mr. Weymann: The landowner’s roy- 
alty of $130.00 to $135.00 per month. 

A Pardon me. You see, the advantage of own- 
ing a royalty, you are exempt from income tax on 
it, too. [82] 

Q. By Mr. Weymann: Let me ask you this: 
Is that subject to the dehydration charge, or inclu- 
sive of it? 

The Court: Do you think that statement ought 
to be allowed to stand, ‘‘it is not subject to any in- 
come tax?” 

Mr. Weymann: No. I move to strike that. 

The Court: Because I think you might agree, 
if that is important, that there is a percentage of 
deduction that is allowed, but it isn’t 100 per cent. 

Mr. Deechter: That is correct. It is 2744 per cent 
that is tax-free. 

The Court: Well, that answer may go out. Mr. 
Weymann, is it stipulated that the deduction is 
271% per cent? 

Mr. Weymann: It is stipulated that the deduc- 
tion is 2714 per cent. But I don’t see the materi- 
ality of it. 

The Court: As to the matter of its materiality, 
this witness volunteered it, you didn’t state any 
grounds for your motion to strike. 

Mr. Weymann: Very well 
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Q. By Mr. Weymann: Mr. Block, in estimat- 
ing the income from that leasehold estate, which you 
stated to be $35,000.00, you ueed, of course, oper- 
ating equipment in order to produce that mcome, do 
you not? 2X, SEGRE See 

The Court: Mr. Weymann, it is just 12:00 
o’clock, and before you start on another phase of 
this cross-examination [83] I think it would be 
well to take our noon recess. The court, accord- 
ingly, will take its recess at this time until 2:00 
o’clock. During this recess the jury will bear in 
mind the admonition of the court heretofore given. 
You will return at 2:00 o’clock this afternoon. 

(Whereupon, at 12:00 o’clock noon, a recess 
was taken until 2:00 o’clock of the same day.) 


Los Angeles, California, 
Wednesday, July 25, 1945, 2:00 p. m. 


The Court: The jurors are all present, is it so 
stipulated ? 

Mr. Wevinann: So stipulated. 

Mr. Dechter: So stipulated. 

@Mhe Court: First, | want to sav that I beg 
pardon for being late, but I was involved in some 
important business of the court. 

Mr. Weymann: Mav counsel approach the bench, 
vour Honor? 

The Court: Yes. 

(Thereupon, counsel approached the bench, 
and a discussion was had out of the hearing 
of the jury and off the record.) 
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Mr. Weymann: Will yon read the last question 
and answer, please? 
(Record read.) 


SAM BLOCK, 


called as a witness by and in behalf of the defendant, 
having been previously duly sworn, resumed the 
stand and testified further as follows: 


Cross Examination—( Continued) 
By Mr. Weymann: 


Q. And in making that estimate of $35,000.00, 
Mr. Block, did vou contemplate the use of the 
equipment which was [85] on the well at the time 
you last operated it when the Government took it 
over? 

A. I don't quite understand that question. 

Uhe Court: Read the question, please. 

(Question read.) 


The Witness: I don’t get it. 

The Court: Reframe the qnestion. He appar- 
ently doesn't understand it. 

Q. By Mr. Weyvmann: Mr. Block, in order to 
procuce this oil, the future production which you 
valued at $35,000, it was necessary, you had in 
mind that it was necessary to have equipment, 
pumping equipment, casings and rods and tubing 
to produce that. Now, in arriving at that figure, 
did you have in mind the use of the equipment 
which was on the well when the government took 
it over? 
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A. Well, you got to have equipment in order 
to produce. 

Q. Well, was your £35,000 figure based on the 
use of that equipment? A. No. | 

Q. Well, in that event what equipment would 
vou use? 

A. Well, you got to use pumping equipment in 
order to operate, but this equipment I didn’t—you 
mean to depreciate it or anything like that? 

@. Well. let me try to reframe the question 
again. You estimated the value of the future pro- 
duction at £35,000? [86] “A. That ismehe 

Q. Was that based on the use of the equipment 
which was in the well or similar equipment ? 

A. I just based it on the production of the oil. 

The Court: Well, how were vou going to get 
that oi] out of the ground? 

The Witness: I had the equipment. 

The Court: You had the equipment ? 

The Witness: Yes. 

The Court: And that is the equipment that was 
there when the Government took possession. Is that 
correct ? 

siew\\ ainess!: | Yes, sir. 

The Court: Did you intend to use that same 
equipment ? 

The Witness: Sure. 

Q. By Mr. Weymann: Mr. Block, you estimate 
the future production from that well at 10 years? 

A. Yes, sir. 

Q. Will you tell the jury, please, how you ar- 
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rived at a period of 10 years, rather than 20 or 
15 or 5 or some other figure? 

A. The reason why is I have got other wells 
in Venice that I have had for over 8 years, and 
it don’t show any depletion whatsoever. 

Q. Those wells that you refer to are not in this 
field ? A. Just down the hill. 

Q. But they are not in the Playa del Rey field? 

A. Y¥es, it is all called the Plava del Rey field. 

@. Do they produce from the same zone, same 
horizon? A. ‘That I don’t know. 

Q. So if they produced from another oil horizon 
they would not be comparable. would they? 

A. J don’t know that. 


Q. But you merely estimated it at 10 years by 
reason of the fact that vou had wells in the Venice 
field which had produced for 8 vears? 

A. Since I had them. 

Q. Mr. Block, the production of that well which 
I believe you stated to be 25 barrels per day, did 
yon file reports with the Division of Oil and Gas 
on your monthly production? [88] 

A. I didn’t personally, but my operator who 
worked on the wells, he turned it ever to my ac- 
countant. Not personally I didn’t take charge of 
that. 

Q. You didn't operate the well yourself? 

A. Wo; I had a man take charge of that. 

Q. Did you examine those to see whether they 
were correct or not? 
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A. No, I really didn’t, to be very frank with 
you. 

Q. Then you are unable to say whether those 
reports truly reflected the production or not? 

Bro — Leen roe 

Q. In stating a production of 25 barrels per 
day, are we to understand from that that includes 
only clean oil or total fluid? A. Clean oil. 

Q. Do you know how much water was prodneed ? 

A. No, I didn’t keep track of that. I left that 
to the operator. 

Q. Do you know whether or not a substantial 
amount of water was produced ? 

A. It was making water, all right. 

Q. It was making water? 

A. It was making water, yes. 

Q. And would that, in your opinion, affect the 
cost of production? [89] A. It costs more. 

(. It would cost more? 

A. Cost a little more. 

Q. The more water you raised in proportion to 
oil the more it would cost? A. Yes. 

Q. You estimated the value of that by taking a 
figure of 94 cents per barrel. I believe you testified 
that you received 74 cents per barrel? 

A. The first year. 

Q. What did you receive at the time the govern- 
ment took it over? 

A. Just about that, 75 cents. 

Q. Why then, did you use a figure of 94 cents? 
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A. Because we got the raise right afterwards, 
in about a few months afterwards. 

Q. Was that raise gotten before the government 
took it over or afterwards? 

A. It was after the government took it over. I 
am not sure, but I think it is. J am not quite sure. 

Q. You don’t recall, is that your answer? 

A. No, I don’t quite recall. 

@. You testified that you paid approximately 
$135.00 per month landowner’s royalty, that is ap- 
proximately ? 

A. By looking over the checks I just noticed 
that. [90] 

Q. And if my arithmetic is correct, that would 
amount to about $8.00 a per cent, is that right? 

A. TI guess so, if you figure it out. 

Q. hen, the overriding royalty on. the same 
basis would amount to approximately $85.00 per 
month, 1s that correct? 

A. I ecouldn’t say that, because I didn’t break it 
down. 

Q. Did you keep any separate records? 

A. Well, the government had it for over three 
years and the records some way or another we 
haven't been able to find. I have been looking 
for it. 

Q. At the time you operated it? 

A. We did keep a record at that time. 

Q. And you are unable to say how much the 
overriding reyalty was per month? 

A. Tam. I happened to look over the checks 
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that I paid that time the Hollywood Guarantee and 
I happened to notice it the way it ran for quite a 
few months that way, for six months or so. 

Q. Mr. Block, didn’t you keep definite records 
to ascertain whether or not the well was a paying 
well or not? 

A. Well, the only record I have, Mr. Weymann, 
is at the end of the month I deduct my expenses and 
how much is left over every month; the first of the 
month we pay everybody off, and the end of the 
month from all the 10 wells whatever is left over. 

Q@. From all of the 10 wells together? 

A. Together, yes. 

Q. But von kept no separate record from this 
No. 10? . 

A. We kept records on every one of them, but 
I couldn’t find the record from three years back. 

Q. That is the three years in which vou oper- 
ated the well? . 

A. Three vears ago I operated the well. It has 
been three years sinee the government had it. 

Q. And you ean’t find the records from the last 
year of your operation ? 

A. Teannot. T was asking my man and he said 
he lost them. 

Q. Will you make a further search, Mr. Block, 
and if you can find them, produce them in court? 

Ae fowill try to, 

Q. You mentioned something about putting in 
a vacuum system to increase the production of that 
well. A Yes, sir. 
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Q. Will you please explain to the jury just 
what that is? 

A. That is a compressor vacuum 

Q. Talk to the jury. 

A. It is a compressor vacuum right on the top 
of the casing, on the top of the floor, and I had it 
there, but only [92] my neighbors on all the wells 
surrounding me, they asked me not to use it because 


somehow they feel like it takes away some of their 
oil, you see, so to be neighborly I didn’t use that 
vacuum. But I had it there, it was standing—- 
when the government took it over it was there 
right on the well, but I didn’t use it. But it can 
be produced 10 barrels a day, at Jeast, more by 
using that vacuum. 

Q, Would that be trne if the adjoining wells 
also used a vacuum? 

A. Mavbe they did, I am not sure. 

Q. Well, I mean if they had. In other words, 
to use a homely illustration, here is a glass of 
lemonade with a number of straws in it, and the 
one that can suck the hardest will get it first. Is 
that it? A. Yes, that is right. 

@. What does a vaenum system of that kind 
cost, Mr. Block? 

A. I think new it will cost. installing and everv- 
thing, will cost $1,000. 

Q. $1,000? 

A. Yes, between the installing and everything. 

Q. When you made this valuation to which you 
have testified, Mr. Block, so we can get this thing 
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clear in our own minds, was that the estimate of 
what the well was worth to you or what you thought 
a willing buyer would pay for it in the event that 
you were willing to sell it? 

A. I never sold any wells. 

Q. You never sold any wells? 

A. Idon’t sell any wells. 

Mr. Weymann: Will you vead the question, 
please ? 

(Question read.) 


The Witness: J never cared to sell any wells. 
IT always [94] liked to buy them. 

The Court: Just answer the question ves or no, 
and then you may explain your answer if it is 
necessary. 

The Witness: I would say what it was worth 
to me. 

Q. By Mr. Wermann: Then, the figures to 
which you have testified are based on what it was 
worth to you? 

A. Yes, siz. 

Q. Now, when you bought the Colly No. 1 and 
the Colly No. 2 wells, you bought the equipment 
which was in those wells at the same time, did you? 

A. Yes, sir. 

Q@. And vou paid a lump sum for both? 

Mr. Dechter: To which we will object on the 
eround that it is immaterial how or under what 
system he bought the well. What might have hap- 
pened in one ease would have no bearing on the 
fair market value in the average case. 
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Mr. Weymann: It is a preliminary question, 
your Honor. I want to develop it further. 

The Court: The objection is overruled, it being 


preliminary. 
Q. By Mr. Weymann: Will you answer the 
question, please ? A. What was the question? 


Mr. Weymann: Will you read the question, 
please ? 
(Question read.) [95] 


The Witness: Yes, sir. 

The Court: Pardon me just a moment, Mr. Wey- 
mann. Mr. MclLay has brought in the pads, I see. 
You may distribute one to each of the jurors, Mr. 
Welch, please. You may use those if you desire 
to make any notes regarding the evidence. It is 
difficult for you to keep all these figures in mind. 
That is the reason for giving vou these pads. 

You may proceed. 

Q. By Mr. Weymann: When acquiring those 
wells, Mr. Block, did you receive an inventory or 
a bill of sale of the equipment that went with it? 

A 6Y es, cin. ) 

@. And since you acquired the well, have you 
added any equipment to it? 

A. To some extent. 

@. Well, to what extent? What items? 

A. For instance, when you are pulling a well, 
you got to add to it rods and tubing. They may 
have found some bad tubing in there and when 
we pull it we add to it a certain amount. 

Q. How often did you do that, Mr. Block? 
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A. Sometimes twice a year. 

Q. Sometimes twice a year, since you acquired 
the well? 

A. Oh, ves. I pulled them several times. 

Q. And how long would that take? [96] 

A. Oh, it would take some time. If you can’t 
get out, you got to wait sometimes two weeks. 

Q. And you would have to replace the tubing 
with new tubing? A. Some times, ves. 

Q. I see. Do vou know whether the equipment 
which was in the well when you acquired it was 
new or secondhand equipment? 

It was used. 

It was used equipment? 

When I bought it. 

Do vou know how long it had been used? 
No, I don’t. 

You don’t know. Well, now, vou testified in 
making your estimate of the production from that 
well on which you based the valuation, vou esti- 
mated ten years or 3,650 days, that is, 365 days. 
You didn’t make any allowance in that, did you, 


OrPoror 


for down time for repairs, pulling tubing? 
Pee NO acid mot. 
The Court: Will vou read the question and 
answer, please? 
(Question and answer read.) 


The Court: Down time? 

Mr. Weyman: ‘Time when the well was off pro- 
duction. 

Q. Have you any opinion as to the value that 
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the [97] equipment would have at the end of the | 
productive period ? : 

A. If the O. P. A. would take the prices off, 1t 
would be more today than when I bought it. 

Mr. Weymann: I move to strike that. 

The Court: It mav go out as not responsive. 

Mr. Weymann: Will you read the question, 
please? 

(Question read.) 


Tite Witness: i do: 

Q@. By Mr. Wevmann: And what would that 
be, Mr. Block? 

A. It would have the same value as when I 
bought it with the exception of the engine. 

Q. In other words, with the continued use of 
it, it would not depreciate in value? 

A. No, it would not, with the exception of the 
engine. 

The Court: Would you read the answer? 

(Answer read.) 


Mr. Weymann: Will you speak up a _ little 
louder? 

Q. Mr. Block, are you familiar with the regula- 
tions of the Division of Oil and Gas on the aban- 
donment of a well? 


A. Yes. They give us instructions on it. 

@. They give you instructions? A. Yes. 
Q. Do you know what they require? 

A. Yes, I do. 

Q. 


Will you tell the jury, please? [98] 
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A. I couldn’t give you 
Mr. Dechter: That is objected to on the ground 


that it is incompetent, irrelevant and immaterial. 
The government isn’t taking over an abandoned 
well. They are taking over a going well. 

Mr. Weymann: It goes to the value of the lease- 
hold estate because of the abandonment. We want 
to bring out that there are abandonment costs in- 
volved which have to be reckoned in figuring the 
valuation of the property. 

The Conrt: Will you read the last two or three 
questions, please, Miss Reporter? 

(Record read.) 


The Court: The objection is overruled. 

Myr. Dechter: I would like to make the further 
objection, your Honor, that it calls for a conclusion 
from the witness and is not the best evidence if it 
pertains to legal instructions. 

The Court: I think that objection is gocd. 

Mr. Weymann: May I be heard before the court 
rules ? 

The Court: Yes, vou may. 

Mr. Weymann: I believe this witness is qualified 
as an experienced oil operator, and it calls for the 
regulations of an administrative body. 

The Court: I think the objection is good. Sus- 
tained. 

My. Wevmann: May we have an exception? 

The Court: Yes. 

Q. By Mr. Weymann: You testified, Mr. Block, 
as to the value per cent of the overriding royalties 
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and fixed that at $600.00. You also stated that in 
valuations of oil royalties, overriding royalties 
varied, that some are higher than that and some 
are lower. Is that correct? A. Yes. 

Q. What in your opinion makes that variation? 

A. Well, it depends on the production of the 
well. 

@. It depends on the production. As to the 
amount of oil? 

A. Yes, the price regarded by the production 
of the well and also there is no expense attached 
to royalties, you see. [100] 

Q. You had at the time the government took it 
over, I think you testified, two 1,000-barrel tanks? 

A, ~Y esse 

Q. And vou used those to store the oil which 


vou produeed ? A. Yes, sir. 
Q. Those were necessary for the continued oper- 
ation of the well, were thev? A. Sure. 
@. And you also had a derrick? A. Yes. 
Q. 122-foot? A. 122-foot derrick. 


Q. In arriving at vour valuation of $22,400.00, 
I beheve, what valuation did you place on those 
tanks? 
A. Well, they overlooked to put them in the 
inventory altogether, you see. 
The Court: JY didn’t hear the answer. Read it, 
please. 
(The answer was read.) 


Mr. Weymann: I move to strike the answer. 


The Court: It may go out. Read the question. 
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(The question was read.) 


The Court: Do you understand the question? 

The Witness: I do. 

The Court: Answer it. [101] 

The Witness: $1500.00 for both of them. 

Q. By Mr. Weymann: $1500.00 for each? 

A. No; both of them. $750.00 apiece. 

Q. By Mr. Wevmann: What valuation did you 
place on the derrick ? A. $4,000.00. 

Q. Derrick, $4,000.00? A. Yes, 

Q. Do vou know how much casing there was in 
the hole? 

A. I would have to look at the inventory be- 
cause I don’t remember offhand. 

@. Well, what information as to that did you 
have before vou when you arrived at this valua- 
tion? 

A. The Union Oil Company made their own in- 
ventory and gave it to me. 

Q. Did you take that estimate from the Union 
Oil Company's inventory? A. Yes, sit. 

Q@. Then what valuation did vou place on the 
casing as shown by the Union Oil Company inven- 
tory ? 

A. Well, it is such a long inventory [ can’t 
recall each item separately, Mr. Weymann. I would 
have to look at it. 

Mr. Dechter: I have no objection to counsel 
using their own exhibit, which is the inventory. 

The Witness: O. P. A. prices, that I ean tell 
you, Mr. [102] Weymann. 
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Q. By Mr. Weymann: I show you a copy of 
the Union Oil Company’s inventory, and will you 
examine that and see if that will refresh your 
recollection. 

Mr. Dechter: Is that the same as set forth in 
the exhibit ? 

Mr. Weymann: That is the mimeographed copy. 

The Witness: What is the question? 

Q. By Mr. Weymann: What valuation did you 
place on the casing? 

A. Well, Mr. Weymann, we went throngh the 
O. P. A. prices on it; whatever at that time they 
allowed us to sell it for. 

The Court: Can you tell that amount? 

The Witness: I ¢an‘t remember offhand. 

The Court: All right. 

Mr. Weymann: What is the answer? 

(The answer was read.) 


Q. By Mr. Weymann: What value did yon 
place on the tubing? 

A. 35 cents, it seems to me. 

@. 35 cents per foot? 

A. Yes. That is seamless tubing. 

Q. Now, those valuations which you have testi- 
fied to, £750. 00 each for the tanks and $4,000.00 for 
the derrick, and 35 cents per foot for the tubing, 
as of what date were those [103] values fixed by 
you? 

A. I put them on on the day they mailed me 
the inventory, the Union Oi] Company. 

Q. And what date was that? 
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A. I don’t recall the exact date, Mr. Weymann. 

Q. Well, could you give us the date, approxi- 
mately ? A. It must have been in 1942. 

Q. In 1942? A. Yes. 

Mr. Weymann: I don’t know, Mr. Dechter, but 
I don’t believe that inventory was available at that 
time. 

Mit Dechter: Well, your own exhibit says, 
“Taken over by Defense Plant Corporation Sep- 
tember 29, 1942.’’ 

Mr. Weymann: I don’t want to mislead the 
witness. 

The Witness: That must have been in °43, then. 
I don’t remember exactly. 

Q@. By Mx. Wevmann: Then you have no pres- 
ent recollection, have von? 

A. No, I baven’t, Mr. Weymann. 

Mr. Weymann: I see. That is all, Ma. Block. 


Redireet Examination 
By Mr. Dechter: 


Q. Mr. Block, what has been the normal oper- 
ating cost for operating this well per month? 

A. A couple of hundred dollars a month. [104] 

Q. Did you have an arrangement with some oil 
operator to operate this well for so much a month? 

A. Yes, sir. 

Q. And how much was that contract cost that 
you had? 

Mr. Weymann: Just a moment. That is ob- 
jected to as irrelevant and immaterial. The cost of 
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the operation to this defendant may he entirely dif- 
ferent from that of another party. . 

Mr. Dechter: I will withdraw the question. 

Q. Mr. Block, are you familar with what is 
the usual charge that is made in the Playa del Rey 
field for operating wells, looking after the opera- 
tion of a well per month? A. Yessinea 

Q. Do you know different operators who have 
looked after wells of others and made charges for 
that ? AN Wecwen 

Q. And do you know what the average charge 
is for that service? A, Wes) site 

Q. And in your opinion on or about September 
of 1942, what was the fair and reasonable charge 
for the normal and ordinary operation of a pump- 
ine well like your well, Block Well No. 102 

A. $50.00 a month. 


Q. Would that charge include such extraor- 
dinary expenses [105] as pulling the well, or re- 


yairs, or things of that kind? A. No, sir. 

Q. That is just for the normal and usual op- 
eration of the well? A. Right. 

@. And in addition to that you would have taxes 
and insurance? A. Yes, sit. 

@. And you would also have replacements from 
time to time? A. Yes, sir. 


Q. Do you know whether the price of oil has 
been subject to regulation by the Office of Price 
Administration just like other commodities ? 

A. Yes, sir. 
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Q. And that applies to crude oil prices like 
erude oil produced from the Block Well No 10? 

A. Yes, sir. 

@. In your opinion if there wasn’t such 1estric- 
tion on the crude oil price would the market price 
of the crude oil as produced by Block Well No. 10 
be higher or less than 94 cents a barrel? 

Mr. Weymann: Just a moment, please. 

A. It would be higher. 

Mr. Weymann: Just a moment. That is ob- 
jected to as being [106] purely conjectural and 
speculative and no proper foundation laid for if. 

The Court: It has already been answered, Mr. 
Weymann. 

Mr. Weymann: I move to strike the answer, 
then. 

The Court: It may go out. 

Mr. Weymann: May the jury be mstructed to 
disregard the answer ? 

The Court: The jury is so instructed 

Q. By Mr. Dechter: Mr. Block, do you have 
an opinion as to whether the price of crude oil 
would be higher or lower in the absence of O.P.A. 
regulations ? A. It would be higher. 

Mr. Weymann: May the answer go out, your 
Honor? 

The Court: Let it go out. The jury is instructed 
to disregard it. 

Q. By Mr. Dechter: The question is dv you 
have an opinion as to whether it would be higher 
or lower? Answer it yes or no. A. I have. 
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Q. Answer yes if you have an opinion and if 
not, say no 

The Court: He said I have. 

The Witness: J have. 

Q. By Mr. Dechter: Have you arrived at that 
opinion by discussions with other oil operators? 

dado 

Q. Have you arrived at that opinion by ar- 
ticles that have appeared in different oil and finan- 
cial periodicals? A. Yes, sir. 

Q. Are you familiar with the hearings that have 
been conducted before the Congress of the United 
States ? Nee Y CS. cite 

@. In connection with the price of crude oil? 

A. Yes, sir. 

Q. And in giving your opinion as to whether the 
price would be higher or lower you are basing it 
upon your own experience, your contacts in the oil 
business, and what you have read? 

A, Yes om: 

@. Now, I will ask you what is your opinion as 
to whether the crude oil price would be higher or 
lower than that fixed by the Office of Price Admin- 
istration ? A. It would be higher. 

Q. Are you familiar with whether the produc- 
tion of your well has increased or decreased since 
the Defense Plant Corporation took it over? 

Mr. Weymann: I object to it as entirely im- 
material. What happened to the well since the 
government took it over is entirely immaterial in 
that respect, because all sorts of conditions may 


Sam Block 169 
(Testimony of Sam Block.) 


have intervened there which may have increased 
or decreased the production. [108] 

My. Dechter: May I be heard? 

Mr. Weymann: It is conceded this property 
was taken over for a natural gas storage reser- 
voir, which would in the nature of things have a 
decided effect. The well may have been shut down, 
or other wells may have been shut down, so what 
happened after the government took it over would 
have no bearing whatever on the value. 


My. Dechter: May it please the court, I think 
it has a material bearing for this reason: not only 
we, but the government are going to have witnesses 
on the stand to estimate the productive lite of this 
well, and as to what the well would produce. Now, 
they are going to try to put themselves in the po- 
sition as to the date when the government took the 
well over, but in arriving at that estimate they are 
merely projecting their own opinion as to what the 
production will be in the future; and here we have 
a situation where the government has operated the 
well for over two vears, since it has taken it over, 
and it has a materiality in showing whether a proj- 
ected estimated of the productive life of the well is 
in line or otherwise, and { think for that purpose it 
is material. I agree with counsel that the jury has 
to determine the fair market value in so far as the 
leasehold interest is concerned as of the date that 
the government took it over, but we have a situa- 
tion here which isn’t like potatoes or flour which 
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sells every day, or something that sells on an ex- 
change [109] 

The Court: I think you stated your position 
very definitely. I think before the court properly 
ean rule on that question, though, and the objec- 
tion, that you should lay some further foundation. 
Ask him as to his knowledge of whether 1¢ has been 
continued to be produced 

Mr. Dechter: Very well, your Honor. 

Q. By Mr. Dechter: Mr. Block, are you famil- 
iar, from your own knowledge, as to whether this 
well has continued to be produced after the date 
that the government took it over from you? 

Mr. Weymann: We object to that on the ground 
that it is immaterial. 

The Court: The objection is overruled. 

Mr. Weymann: May we have an exception? 

Q. By Mr. Dechter: Do you understand the 
question ? A. I want to get it again. 

‘The Court: Do you know whether or not the 
government has continued to produce oil from the 
Block Well No. 10 since the government took it 
over ? 

The Witness: Yes, sir. 

The Court: You know that? 

The Witness: Yes, sir. 

@ By Mr. Dechter: You have been on the 
property and seen the well? 

A. TI pass by there every morning. [110] 

Q. What is that? 

The Court: For how long a period? 
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The Witness: For the last three years, since they 
took it over. 

Q. By Mr. Dechter: And do you know of your 
own knowledge as to whether the production of the 
well has increased or decreased since the govern- 
ment took it over? 

Mr. Weymann: Same objection. 

A. Increased. 

The Court: Read the question, please, Mr. Re- 
porter. 

(The question was read.) [111] 


Mr. Weymann: I move to strike the answer for 
the purpose of an objection. 

Mr. Dechter: No objection 

The Court: Well, you make your objection and 
the court will consider it, Mr. Weymann: 

Mr. Weymann: The objection is predicated on 
this ground, your Honor, that the condition of the 
operations of that entire field have entirely changed 
by reason of the injection program, that necessar- 
ily by reason of the injection there has been a gas 
drive. On other wells, it hasn’t been shown whether 
other wells have been shut down, whether certain 
wells have been permitted to produce and whether 
certain wells have been shut down, all of which 
would have a definite and decided bearing on the 
production of any particulary well. 

The Court: I think it would be proper to bring 
that out on cross-examination. I think this answer 
may stand. 

Mr. Weymann: May we have an exception then ? 


ry2 Umted States of America vs. 


(Testimony of Sam Block.) 

The Court: Yes, you may. 

Q. By Mr. Dechter: Mr. Block, do you know 
of your own knowledge to what amount the barrels 
per day production of the well has been increased 
since the well was taken over by the government? 

A. I do. 

Mr. Weymann: May we have a general objec- 
tion to this line of questioning? [112] 

The Court: The same objection? 

Mr. Weymann: Yes 

The Court: It is overruled. 

Mr. Weymann: Exception. 

Q. By Mr. Dechter: And to what amount of 
barrels per day has the well increased, Mr. Block? 
A. It is making now 55 to 60 barrels per day. 

@. Mr. Block, based upon your experience in 
the oil well equipment business, are vou able to 
state whether the demand for second-hand or used 
oil well equipment in the years 1942 and 1943 was 
greater or less than the supply available of such 
equipment ? A, IL aunt 

@. And what was that condition ? 

A. We couldn’t supply enough for the buyers 
that we had for all kinds of pipe, casing, and 
equipment of all kinds. 

@ And are you able to explain to the court and 
jury why the supply of used or second-hand equip- 
ment was insufficient to meet the demand during 
that time? 

The Court: Well, is that important, Mr. Dech- 
ter, as to why it was? 


| 
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Mr. Dechter: Well, it Just gives the background, 
your Honor. 

The Court: Well, is that necessary? We don’t 
want to take up time unnecessarily. He stated the 
demand was greater [113] than the supply. 

Mr. Dechter: JI will withdraw the question. 

Q. I will ask you if it isn’t a fact that during 
the years 1942 and 1943 major oil companies who 
previously very seldom purchased used equipment 
were in the market for large amounts of used or 
second-hand oil equipment? A. Yes, sir. 

Mr. Weymann: That is objected to as calling 
for a conclusion. 

The Court: The objection is sustained. The an- 
swel may go out. 

Q. By Mr. Dechter: Well, are you familiar of 
your own knowledge as to whether major oil com- 
panies were buying used or second-hand equipment 
in large quantities ? A. Iam 

@. Have you bought tubing and rods and casing 
from wells that have been operated for long pe- 
riods of time? A. Ihave. 

@. And has that equipment that you bought 
from wells that have been operating from eight 
to ten years been in good workmanlike condition ? 

A. Yes, sir. 

Q. Now is it or is it not a fact that it is com- 
mon practice in the oil industry for oil well equip- 
ment like derricks, tubing, rods and casing to be 
moved from one well to [114] another? 

A. Yes, sir. 

Mr. Dechter: That is all. 
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Recross Examination 
By Mr. Weymann: 


Q. Mr. Block, you testified that production of 
Block’s Well No. 10 increased from 55 to 60 bar- 
rels a day after the government took it over? 

A. From 25 it was 55 and 60. 

Q. On what do you base that conclusion ? 

A. Itisasecret that J don’t want to give out. 

The Court: Will you read the question and an- 
swer ? 

(Question and answer read.) 


The Court: You answer the question. You vol- 
unteered the information and it was brought out by 
your attorney on redirect examination, so just an- 
swer the question. 

A. I got some figures from the Triangle Oil 
Company where they sell the oil. 

Q. By Mr. Weymann: Is that the sole basis of 
your information ? A. Yes, sif. 

Mr. Weymann: I move to strike the defendant's 
testimony as being entirely hearsay. 

The Court: It may go out. [115] 

Mr. Weymann: May the jury be instructed to 
disregard it? 

The Court: The jury is instructed to disregard 
all. the evidence which the court orders to go out 
or to be stricken. 

Mr. Dechter: I might state, your Honor, that 
I have subpoenaed the records of the Union Oil 
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Company for that production, and they will be here 
exactly as to the amount of value. 

The Court: That is a matter that may be pre- 
sented at the proper time, Mr. Dechter. 

Q. By Mr. Weymann: ‘The $50.00 a month op- 
erating charge, that is a charge for a pumper to 
take care of the well? A. Yes, sir. 

Q. So that I may not misunderstand you, Mr. 
Block, that does not include the cost of power? 

A. No. 

Q. Which is an additional charge. 

The Court: Does it include any oil that is nec- 
essary to use? 

The Witness: Nothing. It is just for looking 
after the well. 

The Court: The services of a pumper in look- 
ing after the well? 

The Witness: That is might, your Honor. 

Mr. Weymann: That is all. 

Mr. Dechter: ‘That is all. 

The Court: You are excused, Mr. Block. [116] 

Mr. Dechter: I will call Mx. Rubin. 


ABRAHAM RUBIN, 


called as a witness by and in behalf of the defend- 
ant, having been first duly sworn, was examined 
and testified as follows: 


The Clerk: Will you state your name, please? 
The Witness: Abraham Rubin. 
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Direct Examination 
By Mr. Dechter: 


Q. Mr. Rubin, what is your business? 

A. I am in the oil well supply business and oil 
business. 

Q. How long have you so been engaged? 

A. In the oil well supply business for 15 years, 
and the oil business about a year and a half. 

@. Where are you employed? 

A. In Southern California and in Central Cali- 
fornia. 

Q. And during that time you have become fa- 
miliar with the prices asked and received for oil 
well equipment, machinery and supplies? 

A. Yes, sir. 

Q. And do you know what that type of personal 
property has sold for? [117] A. Yes, sir. 

@. And you have heretofore been shown this 
inventory of personal property which is a part of 
Exhibit C of the amended complaint contained on 
pages 1, 2, 3 and 4 of Block’s Oil Company Well 
No. 10? A. Yes, I have seen a similar list. 

@. And you have been asked to look it over for 
the purpose of giving an opinion as to the fair 
market value of that personal property? 

A. Yes, sir. 

Q. And have you formed such an opinion? 

A. Yes, I have. 

Q. And what in your opinion was the fair and 
reasonable market value of that personal property ? 
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Mr. Weymann: Just a moment, please. 

Mr. Dechter: As of 

Mr. Weymann: Pardon me. I am going to have 
an objection before the question is asked. 

My. Dechter: As of October of 1943. 

Mr. Weymann: I object to the question as in- 
competent for two reasons. In the first place the 
date of the valuation is not of October, 1943; on 
the second ground that the property taken is to be 
valued as a whole, as a unit, and that it is improper 
to introduce evidence of separate elements whieh 
go to make the valuation of the entire property 
taken. [118] 

The Court: You make no objection then, Mr. 
Weymann, that the date of January 12, the filing of 
the amended complaint, is not used in any way? 

Mr. Weymann: No. I make no objection to that. 
I make objection, of course, to the date of October, 
1943. 

The Court: Yes. Your position is that it should 
be September 28, 1942? 

Mr. Weymann: Yes, of the valuation of that 
property as a whole without separate valuation of 


any of the elements that go into it. 

The Court: The objection is overruled. 

Mr. Weymann: May I have an_ exception, 
please ? 

The Court: Yes. 

The Witness: Do you want the answer in dol- 
lars and cents ? 

Mr. Dechter: Yes. 
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The Witness: I don’t remember the exact total, 
but I went over those figures at that time and it 
seemed to me it was over $22,000. I can’t give you 
the exact figure. 

Q. By Mr. Dechter: It was about $22,000? 

A. Yes, over $22,000 was the total as near as 
i vean reealll 

Q. At that time was there an O.P.A. ceiling on 
most oil well equipment, machinery and personal 
property ? 

A. The O.P.A. ceiling price came in October 2, 
1943, I [119] think it was. 

@. The question is, was there an O.P.A. ceiling 
price on ol well supphes, machinery and equipment 
in October of 1943? A. Yes, there was. 

@. And was that O.P.A. price on both new and 
used equipment ? 

A. On used equipment. New equipment was 
priced, naturally. The ceiling price was on used 
equipment. 

Q. Do you know what the difference was in the 
ceiling price on used equipment and the new prices 
on the same type of equipment? A. Yes, I do. 

Q. What was that difference? 

A. Roughly about 15 per cent. 

Q. In October of 1948 was the demand for used 
oil equipment greater than the supply ? 

A. Yes, sir. 

Mr. Weymann: May we have an exception to all 
questions along this line? 

The Court: Now, Mr. Weymann, I think to 
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make an objection now such as that would not quite 
reach the question which is now before the court 
or before the witness for his answer. I have no 
objection if it is agreeable to My. Dechter that it be 
understood that your general objection is to go to 
[120] all of these questions. , 

Mr. Weymann: ‘That is the purpose of the ob- 
jection. 

Mr. Dechter: I will so stipulate, your Honor. 

The Court: Yes. The general objection you 
made that you referred to heretofore? 

Mr. Weymann: That is correct. I simply don’t 
want to be objecting to every particular question. 

The Court: I think that is very proper, but I 
want to be sure it refers only to the general ob- 
jection. 

Mr. Weymann: ‘To the general objection, that 
is correct. 

The Court: The objection is overruled. 

Mr. Weymann: Exception, please. 

Mr. Dechter: Will you read the last question 
and answer, Miss Reporter? 

(Record read.) 


Q. By My. Dechter: Are you familiar with the 
Block Well No. 10 in the Playa del Rey field? 


A. Yes, sir. 
Q. You have seen that well in operation? 
Ace es. Sir, 


@. And you have had experience in buying oil 
wells? Ao JUGS, STE a 
Q. And in selling oil wells? A. Yes, sir. 
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Q. And as of September 28, 1942, do you have 
an [121] opinion as to what the fair market value 
of the oil and gas leasehold owned by Mr. Block 
embracing this producing oil well and subject to a 
landowner’s and overriding royalty of 30 per cent, 
assuming that said well was producing or capable 
of producing at or about that time approximately 
between 20 and 25 barrels of oil per day? 

A. I have. 

Mr. Weyman: ‘That is objected to as incompe- 
tent, and no proper foundation laid. The witness 
has not been qualified. 

The Court: I think that objection is good as to 
his qualifications. 

Q@. By Mr. Dechter: Over what period of time 
have you bought and sold wells, Mr. Rubin? 

A. Producing wells for the last year and a 
half. 

Q. Prior to that time had you been familiar 
with what oil wells sold for and what people were 
asking and receiving for them? A. Yes 

Q. And in arriving at an opinion as to the fair 
market value of this Block’s well, have you taken 
into consideration what your knowledge has been 
of the oil business as to what people have asked 
for and received for oil wells? A, Yesiieuns 

Q. And in giving your opinion you are basing 
it on what you learned from your experience in the 
oil business? [122] A. Yes, sir. 

Q. You have also operated oil wells yourself? 

A. Yes, str. 
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Q. And also for others? A. Yes, sir. 

Q. Now, do you have an opinion as to the fair 
market value of the oil and gas leasehold owned 
by Mr. Block? 

Mr. Weymann: | renew my objection. 

Mr. Dechter: Pardon me, may [I finish? 

Mr. Weymann: I am sorry. 

Mr. Dechter: Subject to a landowner’s and 
overriding royalty of 30 per cent and capable of 
producing between 20 and 25 barrels of oil per day. 
All right, Mr. Weymann. 

Mr. Weymann: I renew the objection on the 
same ground. The witness is still not qualified to ex- 
press an opinion of the value of the Block oil well. 

The Court: He is merely asking him if he has 
an opinion. He may answer that yes or no. 

The Witness: Yes, I have. 

Q. By Mr. Dechter: And what is your opinion 
as to the fair market value of such leasehold and 
well as of September, 1942? 

My. Weymann: I renew the objection, if the 
court please, on the same ground. The witness is 
unqualified to testify to the fair market value of 
Bloeck’s oil well. [123] 

The Court: J think the objection should be sus- 
tained. 

Mr. Dechter: Unless the court cares to hear 
from me, I believe the witness has testified he has 
had experience in buying and selling wells. It might 
go to the weight of his testimony, not to the ad- 
missibility. I think I have qualified him sufficiently. 
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The Court: Well, he has only been in the busi- 
ness for a year and a half, and this other state- 
ment about his talking with other people, in the 
opinion of the court the foundation is inadequate. 
The objection is sustained. 

Mr. Dechter: Very well. You may take the wit- 
ness. 

Mr. Weymann: No cross-examination. 

Mr. Dechter: You may step down. I will call 
Mr. Crown. 


WALTER J. CROWN, 


called as a witness by and in behalf of the defend- 
ant, having been first duly sworn, was examined 
and testified as follows: 


The Clerk: State your name, please. 
The Witness: Walter J. Crown. 


Direct Examination 
By Mr. Dechter: 


Mr. Crown, what is your business ? 

I am a consulting petroleum engineer. [124] 
How long have you so been engaged ? 

One year. 


OPore 


And prior to that time, what was your busi- 
ness or occupation ? 

A. I was petroleum engineer with the State of 
California Division of Oil and Gas for 16 years. 
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Q. You were connected with the Division of 
Oil and Gas for 16 vears? A. Yes. 

Q. As a petroleum engineer ? 

A. Yes, as a petroleum engineer. 

Q. Prior to that time, what was your occupa- 
tion or profession ? 

A. I worked for two years for Standard Oil 
Company in the general oil fields work, plus engi- 
neering. 

Q. And prior to that time, what was your oc- 
cupation ? 

A. I mined for a year in southern Nevada. 

Q. And prior to that time, what was your pro- 
fession and occupation ? 

A. I worked for Empire Gas & Fuel in geology 
in Kansas. 

Q. Empire Gas & Fuel Company is one of the 
major oil companies on the mid-continent? 

A. Yes, that 1s correct. 

Q. How long were you with them? 

A. That was just a short time, roughly about 
six [125] months after 1 got out of school. 

The Court: Out of where? 

The Witness: The university. 

The Court: Where did you go to college? 

The Witness: Ohio State University. 

The Court: Were you graduated from there? 

The Witness: ‘That is correct, yes. 

The Court: What year? 

The Witness: 1923. 

‘The Court: You majored in what? 
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The Witness: Geology. 
The Court: Go ahead, Mr. Dechter. 


Q. By Mr. Dechter: In your work with the 
Division of Oil and Gas, did you practice petroleum 


engineering and geology? A. I did. 
Q. Are you familiar with the Block Well No. 
10 in the Playa del Rey? A, Yeo 


Q. And have you been asked to make an ap- 
praisal on that well so as to give an opinion in 
this court ? A. Yes, sir. 

Q. And did you make such an appraisal? 

A. I did. 

@. Ave you able to give this court an opinion 
as to the [126] fair market value of the leasehold 
embracing Parcels 87 and 103, on one of which 
parcels is located a producing oil well known as 
Block Well No. 10, subject to a landowner’s and 
overriding royalty of 30 per cent—— 

The Court: Don’t you think you should state 
the gravity of the oil and the amount of produc- 
tion ? 

M1. Dechter: and producing approximately 
20 to 25 barrels of oil per day of 19 gravity o11? 

The Witness: Was that question did I prepare 
a report of that kind? 

@. By Mr. Dechter: No. Do you have an opin- 
ion as to the fair market value? A. I do. 

@. What is your opinion as to the fair market 
value of that leasehold and well as of September 
of 19422 


Sam Block 185 


(Testimony of Walter J. Crown.) 


A. I placed the value of the future production 
from that well at 


The Court: Oh, no, Mr. Crown. You are an- 


swering something besides the question that was 
asked you [127] 

Q. By Mr. Dechter: You just give us your 
opinion as to the value. We will go into the rea- 
sons afterwards. You testified you have an opin- 
ion as to what the fair market value was. Now, give 
us what that opinion is without giving us your rea- 
sons at this time. 

A. Approximately $11,000.00. 

Q. Does that include the personal property and 
the fixtures located on the leasehold? 

A. It does not. 

@. That is just for the oil and gas leasehold 
and the oil under the leasehold ? 

we Uhat is correct. 

Q. Im arriving at that particular value, have 
you taken into consideration any value for the suit- 
ability or availability of this property as a gas 
reservoir ? oe iL ds aes 

Q. Do you have an opinion as to whether this 
property on or about September, 1942, was avail- 
able for use as a gas reservoir? 

A. J am not sure that I understand that ques- 
tion. 

Mr. Dechter: Will you read that question ? 

(The question was read.) 


The Witness: Yes. 
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Mr. Weymann: Pardon me a moment. Is the 
answer to that question [128] 

The Court: That he has an opmion. 

Q. By Mr. Dechter: And do you have an opin- 
ion as to whether on September, 1942, there was 
a demand or need for a gas storage reservoir such 
as the Playa del Rey field? 

Mr. Weymann: That is objected to as imcom- 
petent, irrelevant and immaterial. 

The Court: It appears to the court that the ob- 
jection is good, Mr. Dechter. 

Mr. Dechter: Your Honor, apparently most 


of these witnesses have merely given an opinion 
as to value of the property based solely on its use 
as an oil well. Now, the government has taken over 
this field not for the use as an oil well, but for use 
as a gas reservoir or gas storage project. Now, 
it is my contention that there was a great need in 
Southern California for such a project, consider- 
ing the peculiar situation that we have here every 
winter of there being a shortage of gas when the 
cold weather is in existence, and I think under the 
rules announced by the cases that there should be 
taken into consideration all available uses that the 
property may be put to, not just the use that it is 
being put to. In other words, an owner may only 
use property for pasture purposes, but it may be 
valuable for a much higher use. That is my pur- 
pose. 

The Court: Well, do you want to bring this out 
as to its highest and best use? [129] 
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Mr. Dechter: Yes, that is my purpose. 

Mr. Weymann: May I be heard on that, if the 
court pleases? 

I think it is fundamental that the use to which 
the condemnor puts this property or can put the 
property is no criterion whatsoever as to the value 
of the property at the time it was taken. More- 
over, the property which this defendant owned and 
which is taken is a leasehold estate for the purpose 
of producing oil and gas; the only use to which 
it could have been put by the defendant under his 
right, under his lease, is that use to which it was 
put. So, any evidence or any speculation as to 
what use the condemnor or any one else may put 
the property to is entirely without the realm of 
conjecture or opinion as to what use the property 
may be put to. 

Mr. Dechter: J agree with Mr. Wevmann that 
the use to which the condemnor should put the 
property should not enter into the valuation; in 
other words, any increment or increase in the value 
of the property by reason of what the condemnor 
does after it acquires it would not be pertinent. 
But if the condemnor takes over a piece of property 
whieh is available for certain use, and thereafter 
puts it to that use, it certainly is competent under 
the cases to bring out what that use is, just lke 
those cases, that long line of reservoir cases in Cali- 
fornia, where property in San Diego and up in 
the San Joaquin Valley was just being used for 
grazing land, but they [130] happened to be so 
situated that they could also be used for a reservoir, 
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and the court permitted, in those cases, a value 
to be put on of what the highest use would be which 
in that case was a reservoir. 

The Court: Do you have any of those cases at 
hand? 

Mr. Dechter: Yes, your Honor. They are among 
my instructions, and I will give them to you. The 
cases cited under Instruction No. 7, No. 8. The 
leading cases on that point are San Diego v. Neale, 
which is noted under Instruction No. 7, 88 Cal. 
50, Spring Valley Water Works v. Drinkhouse, 92 
Cale 5232: 

The Court: Well, they are all under those two 
instructions, are they? 

Mr, Dechter: Yes. And then there areyseme 
other cases. City of Stockton v.m— 

The Court: Are they under the same instrue- 
tion? 

Mr. Dechter: Instruction No. 9. 

The Court: What have you to say about that, 
Mr. Weymann ? 

Mr. Weymann: I believe a preliminary ques- 
tion would probably settle the whole proposition. 
Whether or not this property could be used as an 
oil reservoir alone or in conjunction with other 
property. 

The case of United States v. Olsen, I haven’t the 
citation here with me, is decisive on that point, 
that no additional valuation can be placed upon 
the property for use as a reservoir [131] or a dam 
site merely because of the possibility of its aggre- 
gation with other property. 
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The Court: What is that citation? 

Mr. Weymann: United States v. Olsen. I will 
send for that. 

The Court: What is the citation? 

Mr. Weymann: United States v. Olsen. 

The Court: Don’t vou know the volume number? 

Mr. Weymann: I haven’t it, but I will send 
Oe He, 

My. Dechter: I can give you that citation. 292 
U. 8. 246 at 255. It is found in my Instruction 
No. 14b. And that case is construed in a later case 
which is cited in Instruction 14b, the case of United 
States v. Powelson, which is cited there, and it con- 
strues the Olsen case. 

Vhe Court: The court would hke to have you 
discuss this matter in the absence of the jury, and 
I think it will take some time, so the court will 
excuse the jury now until tomorrow morning at 
10200 o’clock. 

The members of the jury are now excused from 
attendance upon the court. You will return to- 
morrow morning at 10:00 o'clock. 

Bear in mind the admonitions of the court here- 
tofore given you. That is, that vou are not to 
converse among yourselves or suffer vourselves to 
be addressed by any person on any subject con- 
nected with the trial, and you are not to form [132] 
or express any opinion thereon until the cause is 
finally submitted to vou. You are now excused. 
Return tomorrow at 10:00 o’clock. Court will re- 
cess for a few minutes. 

(A recess was taken.) 
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(The following proceedings were had in the 
absence of the jury:) 


The Court: Mr. Dechter, if you will make a 
concise statement of your position and refer to your 
authorities. 

Mr. Dechter: Yes. My position, your Honor, is 
that we are entitled to show the different uses to 
which the property may be put, and particularly 
the highest and best use; and while market value 
might not be based upon any particular use, it 
does permit evidence to be introduced as to the 
various uses and what the highest and best use is, 
and for the expert to take that into consideration 
in giving his market valuation. 

In this recent case of United States v. Powelson, 
87 Law. Ed. 1390, quoting the court at 1397 and 
1398 verbatim, that is Instruction 14b. That in- 
struction is taken word for word out of that 
particular case. The court says: ‘‘An owner of 


? 


Jand 


The Court: Wait just a moment. 

Mr. Dechter: The court says: 

‘fAn owner of lands sought to be condemned is 
entitled to their ‘market value, fairly determined.’ 
[133] * * * That value may reflect not only the 
use to which the property is presently devoted but 
also that use to which it may be readily converted.”’ 
Citing different cases. ‘In that connection the 
value may be determined in light of the special or 
higher use of the land when combined with other 
parcels; it need not be measured merely by the use 
to which the land is or can be put as a separate 
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tract. * * * But in order for that special adapt- 
ability to be considered, there must be a reasonable 
probability of the lands in question being combined 
with other tracts for that purpose in the reasonably 
near future. * * * In absence of such a showing, 
the chance of their being united for that special 
use is regarded ‘as too remote and speculative to 
have any legitimate effect wpon the valuation.’ ”’ 

In this particular case there was a divided court, 
a five to four decision, and the majority court held 
that the particular use that the defendant was 
trying to show the property would be adapted to 
was too remote, because the only way it could be 
done would be by condemnation. The dissenting 
judges held that in itself was not a drawback or 
deterrent, and the court should have permitted the 
instruction to be given. I think the evidence was 
received and the instruction was given to the Jury. 

The first part of the lanenage I read is aimost 
exactly the same language that is used by our Cali- 
fornia cases. For example, in San Diego v. Neale, 
78 Cal. 59, defendant’s Instruction 11: “You are 
instructed that in fixing market value 

The Court: Let me find that now. Your In- 
struction 11? 

My. Dechter: Yes. 

The Court: Go ahead. 

Mr. Dechter (reading): ‘* You ave instructed that 
in fixing the market value of the property of the 
defendant taken by the United States, you should 
consider the highest and best use to which the 
property is suitable, having regard not only to the 
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existing business or wants of the community but 
also those that may reasonably be expected in the 
immediate future.’’ 

Now, there has been an existing want in this com- 
munity for a gas storage project almost for the last 
10 vears, ever since Los Angeles has grown to the 
size that it has, and there has always been a cur- 
tailment of gas to industrial uses in order to supply 
domestic uses. 

In Instruction No. 9 we cite the case of the City 
of Stockton v. Ellinewood, 96 Cal. App. 708. That 
is a very exhaustive case, and the court in that 
case goes into all the previous cases and also cases 
outside the State. The court [135] there says: 

‘Market value is the price in terms of money 
whick the property will bring if offered for sale 
in the open market with a reasonable time to find 
a purchaser buying with full knowledge of all the 
uses and purposes, including the highest and best 
purpose to which it is adapted or for which it is 
capable of being used; and in ascertaining the 
market value of the properties taken in this pro- 
eeedinge for public use, you should consider all of 
the purposes, including the highest and best pur- 
pose for which the land is adapted and the price 
for cash it would bring on the 28th day of Septem- 
ber, 1942 for any such purposes, allowing a reason- 
able time to find a purehaser.’? Im Insttienon 
No. 10, line 4: 

‘The inquiry in such cases must be: what is the 
property worth in the market, viewed not merely 
with reference to the uses to which it is at the time 
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applied, but with reference to the uses to which 
it is reasonably adapted—that is to say, what 1s it 
worth from its availability for valuable uses ?”’ 

I might state, your Honor, that only recently the 
Pacific Lighting Corporation by private arrange- 
ment, not by condemnation, acquired the right to 
the Golita oil field for the purpose cf using that 
as a gas storage reservoir for the [136] purpose of 
supplying the communities around Santa Barbara 
and Ventura. And I understand the Standard Oil 
Company has been using the Rio Vista field in the 
San Joaquin Valley for the same purpose. 

Under Instruction No. 7, the cases cited there 
are the cases that are cited most often in California 
on condemnation cases. It is said: 

‘“What is the property worth in the open market, 
viewed not merely with reference to the use to 
which it is at the time applied, but with reference 
to the uses for which it is adapted; that is to say, 
what is it worth from its adaptability for all uses, 
having regard to the existing wants of the com- 
munity and such wants as may be expected in the 
immediate future, and in this connection you may 
take into consideration all of the uses for which 
the property is adaptable, including its particular 
fitness for particular purposes, when such evidence 
of such purposes forms a factor in determining the 
market value.’’ 

In addition to gas being used in these fields for 
the purpose of storine gas in recent years there 
has been adopted a system of gas drive or repres- 
suring of oil fields where gas is brought in for the 
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purpose of replacing the propulsive force that was 
there originally when the gas was not seriously 
diminished in foreing the oil to the surface, and 
in this [137] particular ease it is our contention 
that this gas reservoir serves a double purpose: It 
serves a purpose of storing the gas and getting it 
out when you need it in the winter, and at the 
same time it serves the purpose of getting out more 
gas and getting out more oil because the greater 
the gas force you have the more oil you are able 
to extract. There is something else that I under- 
stand. Not every field can be adapted as a gas 
storage reservoir, and in this particular area Playa 
del Rey is probably the only one, or one of the 
few fields that can be used for that particular 
purpose. 

Mr. Weymann: If the court please, I agree 
thoroughly with Mi. Dechter’s statement that gas 
drive through the injection of the gas tends to 
inerease the production of oil and gas for these 
wells. 

The Court: You are speaking of repressuring 
now ? 

Mr. Weymann: Yes, repressizing. This is one 
of these peculiar situations where the instruction 
with regard to the highest and best use is not ap- 
plicable, in our opinion, for several reasons. 

T am entirely in accord with Mr. Dechter’s state- 
ment of the law generally, but I contend that it 
isn’t applicable to this case. 

The Court: Let me see if I get your position 
clearly. It is that the general rule is that the 
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property may be valued as to its highest and best 
use, is that correct? [138] 

Mr. Weymann: ‘That is correct. 

The Court: But that does not apply to this situa- 
tion because of some peculiar circumstance? 

Mr. Weymann: ‘That is correct. 

The Court: Very well. Now, will you explain 
why? 

Mr. Weymann: There are two circumstances. 
In the first place, the condemnee here is not in the 
position of the owner of the land who may put 
the land to any use. That is, one owning the land 
in fee simple may put it to any lawful use. 

We have to bear in mind that Mr. Block’s prop- 
erty here was a limited and special use; that the 
only right he had in that land was to use it for 
the production of oil and gas. 

To take an analogy, suppose Bullock’s store build- 
ing at the corner of Broadway and Seventh was 
condemned, and assuming that Bullock’s had a 99- 
year lease on that property for store purposes and 
was entitled to part of the condemnation for the 
taking of its lease. Now, assuredly, Bullock’s would 
not be entitled to have considered as the valuation 
of its lease a possible use for hotel purposes or for 
some use not permitted by the terms of its lease, 
because that is excluded from the nature and quality 
and limitation of the estate which Bullock’s owns. 

Now, Mr. Block is entirely in the same situation. 
He has no right under the terms of his lease to 
use it for a gas storage reservoir or for any purpose 
other than the production of gas and oil. I cited 
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to the court the case of Olson v. United States, 
which seems to me to be controlling in this instance. 

The Court: Mr. Welch, will you get me 292 
U.S., please? 

Mr. Weymann: There, a number of parcels of 
land was sought to be condemned, and one-of the 
defendants claimed compensation for the use of the 
property for reservoir purposes, and it there ap- 
peared that the property could be used for that 
purpose only in connection with other land. The 
court cites Nichols on Eminent Domain and says: 

“Phe fact that the most profitable use of a pareel 
can be made only in combination with other lands 
does not necessarily exclude that use from consid- 
eration if the possibility of combination is reason- 
ably sufficient to affect market value. Nor does the 
fact that it may be or 1s being acquired by eminent 
domain negative consideration of availability for 
use in the public service.’’ Citing cases. Then, 
further down on page 256: 

‘But the value to be ascertained does not include, 
and the owner is not entitled to compensation for 
any element resulting subsequently to or because 
of £140] the taking. Considerations that may not 
reasonnbly be held to affect market valve are ex- 
cluded. Vaiue to the taker of a piece of land com- 
bined with other parcels for public use is not the 
measure of or a guide to the compensation to which 
the owner is entitled.” 

_ Then, the court concludes on page 257, about 
two-thirds of the way down: 
‘*HKlements affecting value that depend upon event 
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or combinations of occurrences which, while within 
the realm of possibility, are not fairly shown to be 
reasonably probable, should be excluded from con- 
sideration, for that would be to allow mere specu- 
lation and conjecture to become a guide for’ the 
ascertainment of value—a thing to be condemned 
in business transactions as well as in judicial ascer- 
tainment of truth.”’ 

Now, we have here a situation where the govern- 
ment has taken Mr. Block’s property to use as a 
gas storage reservoir in combination with other 
property. JI think the court may take judicial 
notice of the fact that unless the subject property 
is by nature of the structure underlying the prop- 
erty constituting a separate reservoir, that where 
there is a free passage and interflow of the fluid 
and the gas beneath the surface, this couldn’t pos- 
sibly be used as a gas storage [141] reservoir except 
in combination with other property. So, the very 
physical condition of the property precludes its 
use apart from other property taken in condemna- 
tion. 

The Court: That does not appear yet, Mr. Wey- 
mann. 

Mr. Weymann: It does not appear, if the court 
please, that is possible. 

The Court: Well, I know, but you are making 
the affirmative statement that it appears that it 
couldn’t be used. 

Mr. Weymann: Well, I suggest—— 

The Court: So far as the court is concerned, it 
doesn’t know whether or not this well is a separate 
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well and is shut off by some fault or by some 
arrangement of nature so that it is entirely im- 
pervious to outside pressure and that it would be 
protected from the inside pressure. I don’t know. 
There is nothing in the evidence to indicate it yet. 

Mr. Weymann: Well, in that event it would 
seem that a proper foundation to show that should 
be laid before any evidence of possibility of its 
use and the value of such use should be permitted 
to go into evidence. 

The Court: Well, now, it may be necessary for 
a further foundation, but also this matter can’t 
all be proved at one time, and the parties have to 
present their evidence just as it should be pre- 
sented, not necessarily present the whole back- 
ground at one time, but a piece at a time, piece- 
meal, you might say. [142] 

Mr. Weymann: And then, of course, there is 
the objection that I referred to in the first instance. 

The Court: Yes, the first instance. That is as 
to the nature of this particular interest, the lease- 
hold interest. 

Mr. Weymann: Yes, the leasehold interest. 

The Court: Well, let’s hear what Mr. Dechter 
has to say about that. 

Mr. Dechter: On that point I asked Mr. MeLay 
if I could borrow Mr. Weymann’s copy of the main 
lease, and with Mr. Weymann’s permission I would 
like to read the following into the record from it. 
Is that agreeable? 

Mr. Weymann: Is that the main lease? 

Mr. Dechter: That is your copy. 
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Mr. Weymann: Yes. There is’ no question 
about. it. 

Mr. Dechter: TI will read it into the record: 

“That the Lessor, for and in consideration of 
Ten Dollars ($10.00), in hand paid, the receipt of 
which is hereby acknowledged, and of the covenants 
and agreements hereinafter contained on the part 
of the Lessee to be paid, kept and performed, has 
granted, demised, leased and let, and by these 
presents does grant, demise, lease and let unto the 
said Lessee exclusively, for the purpose of explor- 
ing, mining and operating for oil, gas and easing- 
head gas, and other hydrocarbon substances, and 
taking, storing, removing and disposing of same, 
and manufacturing gasoline and other products 
[143] therefrom, with the right for such purposes 
to the free use of oil, gas or water from said land, 
but not from Lessor’s water wells or ponds, and 
granting the right to build tanks, power houses, 
stations, houses for employees and such other strue- 
tures (excepting refinery) as may be necessary or 
convenient in its operations, together with rights- 
of-way, easements and servitudes for pipe lines, 
power lines, telephone and telegraph lines, with the 
right of removing whether during or after the term 
hereof, any and all improvements, placed or erected 
on the premises by Lessee, including the right to 
pull all casing, on all that certam tract of land 
situated in the County of Los Angeles, State of 
California, described as follows.” } 

Then follows the description which includes these 
parcels. 
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Now, the court will observe particularly this lan- 
guage: 
‘‘Taking, storing, removing and disposing of 
same,’’ 


which refers immediately in the previous clause to 
oil, gas and casinghead gas, and other hydrocarbon 
substances. Now, that is exactly what 1s being done 
right now by the Union Oil Company. In other 
words, they come along during the summer months 
and they inject this gas in certain non-producing 
wells. They produce a certain number of wells 
including the [144] Block well in the regular man- 
ner. In the winter months when they need the 
gas what they do is put the return flow on the 
wells in which they injected the gas, and they take 
out the gas that they put in. In other words, thev 
eet back the gas that they put in, and they get 
back the oil that they would have produced and 
more, and get back additional gasoline, and this 
is exactly within the purposes of this particular 
lease. 

In other words, if this lessee and the other lessees 
got together, they could have made a contract with 
the Southern California Gas Company, for instance, 
taking all the gas needed to operate the gas for the 
Southern California Gas Company and return that 
gas and have the benefit of the increased flow of 
oil and increased gasoline from that operation. 

Now, I agree with your Honor on the second 
point, that it doesn’t go to the admissibilitv. It 
gcoes to the weight of the evidence. If after the 
evidence is in the court should feel that there was 
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no likelihood of any need for a gas storage project, 
that the wants of the community didn’t contemplate 
anything like that in the near future, and this was 
something extraordinary that came only from gov- 


? 


ernmenta! use which would never have arisen other- 
wise, if the court should feel from the evidence that 
it was that improbable the court would have the 
right to instruct the jury to disregard the evidence 
and make an instruction not to take that into con- 
sideration. But I don’t believe it goes to the admis- 
sibility, under the case that I gave vour Honor, 
which construes the Olsen case, in 14b. 

In read the qualifying language. In other words, 
if the court should find that the use is such that it 
cannot be presently devoted to or readily converted 
to, then the court may disregard it. But the court 
specifically points out the mere fact that one pareel 
by itself may not be availed of for its higher use 
and ean only be so availed of by a combination 
doesn’t detract from a consideration of that use, 
unless it is shown there is no reasonable probability 
that the lands in question could be combined with 
other tracts for that particular purpose. 

I believe under this particular lease the gas 
storage [146] project and repressuring proposition 
would certainly be within the contemplation of the 
parties and for both the benefit of the lessor and 
lessee. 

Mr. Weymann: That seems to be an ordinary 
oil and gas lease, if the court please. I don’t think 
the fact that it provides for storage of the gas pro- 
duced and stored by any stretch of the imagination 
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contemplates using that property for a gas storage 
reservoir. I don’t believe it can be so construed, 
because the language is that of an ordinary oil and 
gas lease. 

I think Mr. Dechter revealed the fatal defect in 
his whole position when he said that possibly the 
owners of these various properties might have gotten 
together to convert this into a gas storage reser- 
voir. That is a possibility, but it is so remote and 
so conjectural that under the Olsen case it would 
seem to me the court has specifically passed on the 
inadmissibility until it is shown. The burden is not 
upon the plaintiff to show it is impossible or im- 
probable. But in view of the physical elements 
involved there it would seem to me any such use 
is clearly inadmissible, and the lease by no means, 
as I interpret it, involves the use of this property 
for gas storage purposes. It involves the use of it 
for the purpose of producing oil and gas. Neces- 
sarily, it must be stored until it is sold; but it 
dvesn"t mean using the underground sands to inject 
gas and to store them, except inject it [147] for 
the purpose of a gas drive. 

The Court: Well, if it is injected for any pur- 
pese and it is stored, wouldn’t it meet that require- 
ment of storage, or wouldn't it come within the 
definition of storage? 

Mr. Weymann: I don’t think it contemplates 
storing below the surface in the gas sands; I believe 
that storage apphes to storage of the gas in the 
tanks awaiting its disposition. They need not dis- 
pose of it immediately but may store it in the tanks. 
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That, I believe, is the interpretation of that lan- 
guage. But the operation of a gas storage reservoir 
is something quite different. 

The Court: Mr. Weymann, the government 1s 
taking this for a reservoir and it 1s storing gas 
there until it is needed. 

Mr. Weymann: That is correct. 

The Court: If a well is repressured, then there 
is a restoration of the gas in the well; that is cor- 
rect, is it not? 

Mr. Weymann: ‘That is correct. [148] 

The Court: If you store it, repressuring may 
result, I take it? 

Mr. Weymann: If you store it in the oil bearing 
sand. 

The Court: That is right, and that is what is 
being done now? 

The Court: So whether it was intended for re- 
pressuring or not, it results in repressnring. I am 
asking you these questions and making these state- 
ments with as much knowledge as I have or ean 
get from the statements of the attorneys, but if I 
am wrong I want you to enlighten the court. 

Mr. Weymann: I appreciate that. 

The Court: If it is placed there for storage, 
it may result in repressuring. If it 1s put in there 
for repressuring, it may be the same as storage? 

Mr. Weymann: I don’t quite follow the court 
in that last statement because it is put in there for 
two entirely different purposes. 

_ The Court: But I mean it acts as a storehouse 
for the gas just the same? 
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Mr. Weymann: Well, if it is put in for repres- 
suring, it is constituting a gas drive and circulates 
out. It can’t be. 

The Court: But it doesn’t have any repressur- 
ing effect until the cavity is filled? [149] 

Mr. Weymann: Until the pressure is brought up. 

The Court: So that is the storage of gas, it seems 
to the court. 

Mr. Weymann: That is right. 

The Court: I am just trying to figure this out as 
much as I can in order to arrive at a proper 
conclusion. 

Mr. Weymann: But may I point out the essen- 
tial difference between storage for storage basin 
and storage for repressuring? If the property is 
used as a gas storage reservoir it may become neces- 
sary to shut down the wells and not produce them at 
all in order that the stored gas may be conserved 
and kept there. 

The Court: Well, now, that is the thought that 
occurred to the court. Mr. Dechter has stated that 
they are operating wells and using it for storage at 
the same time. 

Mr. Weymann: They are operating some of the 
wells, but they have shut down 

‘The Court: I am talking about this partienlar 
well. 

Mr. Weymann: Well, that may be. I don’t 
know, but that all depends on the mechanics of the 
operation. 

The Court: Well, now, I just want to try and 
get this information, and there is no jury here. Now, 
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ordinarily when a lease is entered into for a produc- 
tion of oil and gas, it is for the purpose of produc- 
ing it as long as it is available at a profit. That is, 
it can be produced at a profit, and the [150] purpose 
between the lessor and the lessee is to get the gas 
and oil out of the ground and the lessee is to pay a 
royalty to the lessor? 

Mr. Weymann: That is correct. 

The Court: Then, if there is nothing done here 
except using the well for storage, it seems to the 
court there would be no pecuniary advantage to the 
lessor. 

Mr. Weymann: There would not be. 

‘The Court: That is, he would get nothing out 
of it. 

Mr. Weymann: ‘That is right. 

The Court: He is getting nothing out of it. That 
is the thought that occurred to me because Mr. 
Dechter stated that the Union Oil] Company was 
doing this very thing now, that it was used for the 
purpose of storing gas and at the same time it was 
producing oil. 

Mr. Weymann: The production of gas is an 
incident. It is incidental production. 

The Court: So, it might be then, if that is the 
ease, that the lessee having the right of storage could 
perform its lease by producing and at the same time 
have a reservoir there for storage. 

Mr. Weymann: I don’t see how that can be. 

The Court: Well, I don’t know. Mr. Dechter 
said that is what they are doing. 

Mr. Weymann: Well. of course that is not the 
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fact as I [151] understand it. The property is being 
used for the injection of gas. It is stored there for 
a period of months. Certainly there is a residue of 
oil in the structure that may be produced from one 
well or another. One well may be shut down and 
another opened up. It all depends on the pressure 
in the hole, so that in other words the oil produced 
is a by-product. 

The Court: Well, now Mr. Weymann, are you 
familiar with the status of that oil well now and 
what it has been since September of 1942? 

Mr. Weymann: Oh, yes, I have the records. 

The Court: Do you say that Mr. Dechter is in- 
correct in his statement that they are using it for 
storage and they are producing at the same time? 

Mr. Weymann: He is correct in the statement 
that they are producing it, but I can’t answer the 
question that they are using it for storage because 
they are using the entire field for storage. 

The Court: Well, are they using this well in con- 
nection with other wells for storage purposes? 

Mr. Weymann: Oh, yes, for storage purposes, 
but I don’t see how we can segregate that well be- 
cause the structure is contiguous. 

The Court: The thought occurred to the court 
that if this were to be used for storage purposes and 
they would have [152] to shut down the well, it 
would not be the purpose of the oil and gas lease to 
do that, because the parties are dependent upon 
production. That is, the lessor, the owner of the 
property, wants to get something out of it. That is 
the reason he entered into the lease. ‘That was the 
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thought that occurred to the court, but if it can be 
used for storage purposes of gas and at the same 
time the production may go ahead unrestricted, then 
there is another situation. 

Mr. Weymann: Well, the production may not go 
ahead unrestricted because certain of the most pro- 
ductive wells have been shut down. 

The Court: Well, there may be another element, 
but so far as the evidence goes, if anything there is 
an increase in production. 

Mr. Weymann: That is correct. This particular 
well has not been shut down for technological rea- 
sons that I am not in a position to state to the court. 

The Court: Very well. Your position is now 
that even if the Powelson case is followed that the 
party offering the proof must lay the foundation ? 

Mr. Weymann: ‘That is correct. 

The Court: It may be reasonably combined with 
other properties for the purpose suggested. That 1s 
your position ? 

Mi. Weymann: That is correct. 

The Court: Unless Mr. Dechter can show the 
court something [153] to the contrary, I would say 
your position is correct on that. 

Mr. Weymann: ‘The Powelson case follows the 
Olson case, as I understand it. 

The Court: Yes, I understand. I will ask Mr. 
Dechter now what he has to say. [154] 

Mr. Dechter: My position is in accordance with 
the Powelson case. 

The Court: I am talking about the burden of 
showing 
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Mr. Dechter: The burden is upon 

The Court: The responsibility rests upon you to 
show it reasonably may be done. 

Mr. Dechter: That is correct. I would like to 
make this comment, your Honor: Here some years 
ago, before they even knew about the system of 
repressuring fields as a whole, certain gas companies 
like the Signal Oil & Gas Company used to render a 
service where they would furnish you with so much 
gas which they would force into the hole, and then 
that would increase the production of the well, and 
the gas company would get back that gas in addition 
to the operator getting more oil. Now, I understand 
from geologists and engineers that under the normal 
method of production there is always at least one- 
third of the oil that is never captured because of the 
loss of this propulsive force, and when you re- 
pressure 


The Court: That is the object of repressuring. 

Mr. Dechter: That is right. 

The Court: Of course, there is quite a little to 
be said on that point. You take the Rio Vista fields, 
for example, where a storage of gas was effected, 
that is, that was the purpose, and there was no ques- 
tion but what a surplus of gas was attempted to be 
stored there; but there is always a [155] question 
of whether or not it is recovered. That is, it may 
be recovered in part but not entirely. So, those are 
matters which I don’t think we have to go into, but 
I think on any basis if your testimony is offered 
you will first have to show the foundation that you 
have said you would show. 
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Mr. Dechter: That is right, the burden is on 
us, I admit that. 

The Court: The court will not attempt to rule 
until tomorrow morning and give time for further 
consideration of it. 

The Court is now adjourned until tomorrow morn- 
ing at 10:00 o’clock. 

(Whereupon, at 4:20 o’clock p.m., Wednes- 
day, July 25, 1945, an adjournment was taken 
until Thursday, July 26, 1945, at 10:00 o’clock 
aait,)| plo] 


Los Angeles, California 


Thursday, July 26, 1945, 10:00 a.m. 


Mr. Dechter: May it please the court, I have a 
short witness who would like to leave town about 
noon, and Mr. Weymann says he has no objection 
to my putting him on out of order. 

The Court: I+ is satisfactory to the court. First, 
do you stipulate all the jurors are present and in 
their places in the jury box? 

Mr. Dechter: Yes, sir. 

The Court: Do you, Mr. Weymann? 

Mr. Weymann: So stipulated, your Honor, yes. 


The Court: You may call your witness. 


o 
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called as a witness by and on behalf of the defend- 
ant, having been first duly sworn, was examined and 
testified as follows: 


The Clerk: Will you state your name, please? 
The Witness: J. D. Rush. 

The Clerk: R-u-s-h? 

The Witness: Yes. 


Direct Examination 
By My. Dechter: 
Q. My. Rush, what is your business? 
A. Iam in the oi] well supply business. 
Q. You are doing business under the name of 


J. D. Rush [158] Company ? A. Yes, sir. 
@. And how long have you so been engaged in 
that business? A. 12 vears. 


Q. And what is the nature of that business? 

A. It is buying and selling of oi] well supplies. 

Q. Prior to your going into business for yourself 
were you connected with the General Petroleum 
Corporation ? i Weeees. Slt. 

Q. For how long? A. About 15 years. 

Q. And while you were connected with General 
Petroleum Corporation were your duties that of 
buying and selling second-hand and used oil well 
equipment ? A Yes wer 

Q. You have heretofore been shown an inventory 
of personal property located on what is known as 
Block Oi] Company Well No. 10, being pages 1 to 
4, inclusive, of Plaintiff’s Exhibit C of Plaintiff’s 
Amended Complaint? A. Wes, su 


Sam Block palit 


(Testimony of J. D. Rush.) 

Q. And you have been asked to look that over for 
the purpose of expressing an opinion as to the fair 
market value thereof? A. Yes, I have. 

Q. And do you have an opinion as to the fair 
market [159] value of that property as of October, 
1943? A. Yes. 

Q. And will you please state to the court and 
jury what that opinion is? 

Mr. Weymann: Just a moment, please. I ob- 
ject to the testimony on the ground that it is incom- 
petent, irrelevant and immaterial. On the further 
ground that a separate valuation may not be given 
for any of the elements comprising the property 
which is taken; that under the cases I would like to 
cite to your Honor, particularly the case of Morton 
Butler Timber Company v. United States, 91 Fed. 
(2d), that is in the Sixth Circuit, a separate valua- 
tion of the component parts of the property taken 
is not an element of the fair market value. And on 
the further ground that the date of valuation is 
the date on which this property was taken over by 
the United States, to-wit, September 28, 1942. 

Whe Count: 1 didn’t hear the last part. 

(The record was read.) 


The Court: Well, the objection is overruled, and, 
Mr. Weymann, with regard to the matter of sepa- 
rate valuation, as far as the date 1s concerned, that 
is the only basis in the opinion of the court for the 
separate valuation; that is, one should be considered 
as of the 28th of September, 1942, that is, the real 
property, and this remaining part, the personal 


212 United States of America vs. 


(Testimony of J. D. Rush.) 

property and equipment, that that should be consid- 
ered as of [160] either October, 1943, or of January 
12, 1944. Moa. Dechter has asked the question as of 
October, 1943, and vou have made no objection as to 
any differentiation between October, 1943, and Jan- | 
uary, 1944, so the court believes that the only rea- 
sonable way that this jury may be able to arrive at 
the total valuation is to take the separate valuation 
of those parcels, one as of September 28, 1942, and | 
the other as of October, 1948. Of course, in the final | 
valuation, that is, the fixing of it by the jury, there | 
must be a total amount; but for the matter of com- 
piling that or arriving at it, it would have to be 
taken separately, and this only because of the differ- | 
ent dates. 

JT make that in explanation of the ruling of the 
court. | 

Mr. Weymann: Thank vou, sir. May we have | 
an exception? ! 

The Court: Yes. Mr. Dechter, in order that the | 
court may be clear, your position is the same as | 
stated by the court? 

Mr. Dechter: That is correct, your Honor. 

Q. By Mr. Dechter: Do vou want the question | 
read, My. Rush, or do you have it in mind? 

A. TJ have it in mind. [161] 

@. By Mr. Dechter: Wull you please give us 
what your opinion is of the value of this personal 
property, machinery and fixtures as of October, 
1943 ? 

A. Approximately $18,000. 
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@. On or about October of 1948, based upon your 
knowledge and experience in the oil well equipment 
business, are you able to say whether the demand 
for used or secondhand oil well equipment was 
greater than the available supply ? 

The Court: Just a moment. Will you read the 
question, please? 


(Question read.) 


Mr. Weyvmann: ‘That question is objected to as 
too indefinite. There is no statement as to what oil 
well equipment or where the equipment is located. 

The Court: I think that objection is good, Mr. 
Weymann. 

Q. By Mr. Dechter: Ar. Rush, where had you 
been carrying on your business of buying and sell- 
ing oil well machinery and equipment and personal 
property ? 

A. Well, I buy and sell throughout California. 

Q@. And you maintain your principal office 
where ? 

A. 5199 District Boulevard in Vernon. 

-Q. That is in the central manufacturing district ? 

A. Yes. 

Q. And in your business vou deal with all the 


major oil well companies? [162] Wee) Gs, Str. 
Q. And you also deal with the independent oil 
companies ? A. Yes, sir. 


Q. And you are familiar with what the demand 
is for oil well machinery aud equipment ? 
A. Yes. 
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Q. And you are also familiar with what the 
supply is? A. Yes. 

Q. Based upon that knowledge and experience, 
are you able to state whether in October of 1943 or 
thereabouts the demand in Southern California for 
oil well equipment and machinery was greater or 
less than the available supply? 

A. ‘The demand was greater than the supply. 

Mr. Dechter: You may take the witness. 


Cross Examination 
By Mr. Weymann: 


Q. Myr. Rush, did you personally inspect the 
equipment ? A. I have, yes. 

Q. When? 

A. Well, I would say approximately two and 
one-half or three years ago. 

Q. That would place it in 1942? 

A. 1942 or the early part of 1943. [163] 

Q. Was that before or after the property was 
taken over by the Defense Plant Corporation? 

A. That was before. 

(. Before. Do you know whether or not the 
same equipment was in there in the well at the 
time on which you fix your valuation? 

A. Well, using the inventory as a criterion, why, 
it was the same equipment. 

Q. Did you inspect the pipe at the time of 
October, 1943? 

A. Well, I had records of the pipe that was in 
the well. I couldn’t inspect it, of course. 
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Q. But you didn't inspect it? 

~. “No. It is quite impossible. 

Q. How much of the property mentioned in the 
inventory which you have valued at $18,000 was 
recoverable? A. Well, I wouldn’t 

Mr. Dechter: May it please the court, we would 
object to that on the ground that it is immaterial 


and not proper cross examination. This condemna- 
tion is taking over an oil well which is the same as 
a going business. We are not considering here 
something that has been dismantled or that vou can 
only get upon dismantling. They weren't interested 
in taking over so many feet of pipe out of the hole. 
They were interested in getting so many feet in a 
hole to use for the [164] purpose of operating as an 
oil well. It is just the same as if they took over a 
going business. 

I think it is immaterial how much could be sal- 
vaged. Jt is just like somebody taking over an 
apartment house furnished and then asking what it 
would be worth when the apartment house was ready 
to fall down. It is what it is worth when they 
take it over. 

Mr. Weymann: ‘That brings us back to our con- 
tention. This witness testified there was a demand 
for secondhand material in the market, and predi- 
cated on that assumed demand in his opinion he has 
placed an estimate of $18,000. Now. naturally in 
order to fill that demand, to obtain that price, the 
property and material must be severed, must be sold. 

We are not dealing here now with the valuation 
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of this well. We are not dealing with the valuation 
of this property in connection with this well. We 
are dealing with it as a separate item, and it has 
nothing to do with the operation of the well so far 
as this witness is concerned. 

My. Dechter: I respectfully disagree with Mr. 
Weymann. My opinion is that you have to take 
what the replacement value would be at the time 
the government took it over, what the government 
was authorized to take over, and there is what in 
my opinion is what the value is. It isn’t what it 
would be if it were taken out as junk, but what the 
value is if you had to put it in place to use for the 
purpose of operating as an [165] oil well. That is 
my theory. 

The Court: The objection is overruled. 

Mr. Weymann: Would you read the question, 
please? 

(Question read.) 


The Witness: That would be quite indefinite as 
to the amount that could be recovered. 

Q. By Mr. Weymann: Was your estimate then 
of the value of the entire amount? 

A. The estimate is the value of the material in 
place. 

@. Of the material in place, and how much of 
that could be recovered and sold you have no idea? 

A. Well, it is very indefinite. It would depend 
on the rulings of the Mining Bureau as to the quan- 
tity of pipe they would allow you to pull from 
the well. 
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@. Well, the rulings of the Mining Bureau meght 
prohibit the removal of any of it or all of it, isn’t 
that so? A. No, not likely. 

Q. Well, take the casing. There are approxi- 
mately 6300 or 6400 feet of casing in the well. Do 
you know how much of that casing is cemented in? 

A. Well, all you conld do would be to estimate 
the amount, but ordinarily in a well of that depth, 
why, the cement would run up to a depth of 4000 or 
3500 feet. 

@. And in your experience would you say that 
that cannot be recovered ? [166] 

A. Below the cement, it cannot be recovered. 

@. It cannot be recovered, and how much of 
that would be below the cement in this well? 

A. Well, if the string was 6200 feet—is that 
the 

Mr. Detcher: The inventory shows 6275 feet 
of 7-inch casing. 

The Witness: Well, estimating from my experi- 
ence I would say that probably 3500 to 4000 feet 
of the pipe would not be cemented in. 

Q. By Mr. Weymann: Well, is that just a 
guess, Mr. Rush? 

A. Oh, yes. [167] 


Redirect Examination 
By Mr. Dechter: 


Q. I ask if it isn’t a fact that in so far as all of 
the personal property described on the inventory 
which you have been shown, that ordinarily when a 
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well has ceased to produce and is ready to be aban- 
doned, you can remove all of that with the exception 
of the casing? A. That’s right. 

Q. And in so far as the casing 1s concerned, the 
Mining Bureau will require you to leave in the hole 
so much of the casing as is necessary to avoid what 
are known as surface waters from being contami- 
nated so as to not damage the soil from an agri- 
cultural standpoint? 

Mr. Weymann: Just a moment. I object to the 
form of the question. Mr. Dechter is not a mining 
engineer, I believe, and he cannot state the condi- 
tions under which it is to be taken out. 

Mr. Dechter: You mean Mr. Rush? 

Mr. Weymann: As to Mr. Dechter. I think Mr. 
Dechter has assumed facts not in evidence. 

Mr. Dechter: I will qualify the witness a little 
further. 

Mr. Weymann: I am not objecting to the quali- 
fication of the witness; I am objecting to the form 
of the question. 

The Court: Read the question, please, Mr. Re- 
porter. 

(The question was read.) [168] 


The Court: The objection is sustained. It calls 
for a conclusion of the witness as to what the Min- 
ing Bureau would do. 

Mr. Dechter: May I proceed further with the 
witness, your Honor? 

The Court: Yes. 

Q. By Mr. Dechter: Mr. Rush, have you had 


Sam Block | 219 


(Testimony of J. D. Rush.) 
experience personally in abandoning on] wells and 
salvaging easing from oil wells? A. I have. 

Q. And over what period of years have you had 
that experience ? : 

A. During the past 13 years. | 

Q. About how many wells would you say that 
you have bought and abandoned for the purpose 
of salvaging equipment and casing from wells? 

A. Perhans 130 or 150. 

Q. Wells? A. Yes. 

Q. And while you were emploved by the General 
Petroleum Corporation you did similar work ? 

A. Well, I didn’t have any direct connection 
with it other than to handle the materials after they 
were salvaged. 

Q. But since you have been in business for your- 
self you have bought wells for abandoning and you 
have had them [169] abandoned in accordance with 
the rules and regulations of the Mining Burean? 

A. Yes, sir. 

@. And you have taken casing from all those 
wells, have you not? A. Practically, yes. 

Q. And ordinarily a well will have, first, what 
is known as a string of surface casing, is that right? 

mn Yes, sir. 

Q. And then it will have a second string of cas- 
ing which is known as—what is the second string 
of casing known as? 

A. That is the water string. 

Q. Now, usually to about what depth does the 
surface casing go? 
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well has ceased to produce and is ready to be aban- 
doned, you can remove all of that with the exception 
of the casing ? A. That’s right. 

Q. And in so far as the casing is concerned, the 
Mining Bureau will require you to leave in the hole 
so much of the casing as is necessary to avoid what 
are known as surface waters from being contami- 
nated so as to not damage the soil from an agri- 
eultural standpoint? 

Mr. Weymann: Just a moment. I object to the 
form of the question. Mr. Dechter is not a mining 
engineer, I believe, and he cannot state the condi- 
tions under which it is to be taken out. 

Mr. Dechter: You mean Mr. Rush? 

Mr. Weymann: As to Mr. Dechter. I think Mr. 
Dechter has assumed facts not in evidence. 

Mr. Dechter: I will qualify the witness a little 
further. 

Mr. Weymann: I am not objecting to the quali- 
fication of the witness; I am objecting to the form 
of the question. 

The Court: Read the question, please, Mr. Re- 
porter. 

(The question was read.) [168] 


The Court: The objection is sustained. It calls 
for a conclusion of the witness as to what the Min- 
ing Bureau would do. 

Mr. Dechter: May I proceed further with the 
witness, your Honor? 

The Court: Yes. 

Q. By Mr. Dechter: Mr. Rush, have you had 
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experience personally in abandoning oil wells and 
salvaging casing from oil wells? A. I have. 

Q. And over what period of years have you had 
that experience ? 

A. During the past 13 years. 

Q. About how many wells would vou say that 
you have bought and abandoned for the. purpose 
of salvaging equipment and casing from wells? 

A. Perhaps 130 or 150. 

Q. Wells? A. Yes. 

@. And while you were emploved by the General 
Petroleum Corporation you did similar work? 

A. Well, I didn’t have any direct connection 
with it other than to handle the materials after they 
were Salvaged. 

Q. But since you have been in business for your- 
self you have bought wells for abandoning and you 
have had them [169] abandoned in accordance with 
the rules and regulations of the Mining Bureau? 

Nee Wes, Sir. 

@. And you have taken casing from all those 
wells, have you not? A. Practically, yes. 

@. And ordinarily a well will have, first, what 
is known as a string of surface casing, 1s that right? 

en Ves, Sir. 

@. And then it will have a second string of cas- 
ing which is known as—what is the second string 
of casmg known as? 

A. That is the water string. 

@. Now, usually to about what depth does the 
surface casing go? 
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A. Well, there is a general rule which applies in 
all [172] cases. You find exceptions, of course. 

Q. Mr. Rush, upon your knowledge of this 
equipment, if you were buying this equipment on 
this well and abandoning the well, how much would 
you pay for that equipment? 

Mr. Dechter: ‘To which we object upon the 
ground it is incompetent, irrelevant and immaterial. 
This isn’t a ease where the jury is to determine the 
market value of personal property after it is taken 
out of a well and to be considered separate from 
its use in connection with the well. The value is 
what it would cost to replace these items as of the 
date the government was authorized to take it over. 
That is the value; not what the junk value would 
be or what the value would be for salvage purposes. 

The Court: I think the objection should be sus- 
tained; but, Mr. Dechter, you have asked the court 
to consider this equipment as property which is 
not attached to the realty. 

Mr. Deehtcr: That’s right, your Honor. 

The Court: And, therefore, it is personal prop- 
erty. 

Mr. Dechter: That’s right. But my theory is 
exactiy the same as an apartment house or a de- 
partment store which has a leasehold for 10 vears; 
the leasehold is being condemned, and there is also 
being taken over the fixtures and equipment, and 
the leasehold has one valuation and the fixtures and 
equipment another valuation. But the government 
is taking this over as a going concern, and in this 
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case of United States v. Powelson— [173] I took 
the trouble to read it last night—the government 
specifically points out where a going concern is 
taken over that the going concern valuation should 
be used. 

The Court: And Mr. Weyvmann has argued that 
this should be taken over as a going concern and 
as a unit. Now, the court only varied from that 
general rule because as a matter of necessity there 
had to be two valuations, and that was because the 
court accepted your position that this property was 
not affixed to the realty. 

Now, Mr. Rush, as I understand your testimony, 
all of this property which you have valued, this 
equipment which has been enumerated in the lst 
that was supphed vou, all of that could be removed 
from the well and the well site, and in the ordinary 
course of business would be done upon the abandon- 
ment of the well, except a certain part of the eas- 
ing. Now, the part that could not be removed was 
the surface casing of eight or nine hundred feet; 
that is correct, is it? 

The Witness: Yes. 

The Court: And then about eight or nine hun- 
dred feet of the other portion of the casing could 
be removed, is that. correct? 

The Witness: Of the 7-inch, yes. 

The Court: What? 

The Witness: Of the 7-inch, yes. 

The Court: And then the rest of it would Pave 
to be left [174] in the hole? 
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The Witness: Yes, sir. 

The Court: And it ordinarily is done in that 
tield ? 

The Witness: That’s right. 

The Court: Upon the abandonment of a well? 

The Witness: Yes, sir. 

The Court: I think the court will take a recess 
of a few minutes. The jury may retire to the jury 
room and they will bear in mind the admonitions 
of the court. Return when called by the bailiff. 

(A recess was taken.) [175] 


The Court: The jurors are all in their places, 
is 1t so stipulated ? 

Mr. Weymann: So stipulated. 

Mr. Dechter: So stipulated. 

The Court: Proceed. 

Q. By Mr. Dechter: Mr. Rush, in arriving ap 
the value of $18,000 for personal property described 
in the inventory on pages 1 to 4 of Exhibit C of the 
amended complaint, did you assume a value for all 
of the casing in the hole? 

A. Yes, sir, with the exception of the 1134 sur- 
face pipe. 

Q. And vou gave no value to that because that 
was not included in the inventory ? 

A. In the inventory. 

Q. Now, the inventory shows 306 feet of 534 
inch liner. Did you testify as to whether that could 
or could not be removed at the time the well was 
abandoned ? 

A. I testified it could not be removed. 
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Q. And what was the fair market value of that 
particular liner as of October, 1943 ? 

A. $1.08 per foot would be about $326.00, I 
believe. 

Q. And you testified how much of the 7-inch 
easing could not be removed ? A. Yes, sir. 

Q. Will vou tell us again approximately how 
much of the [176] 7-inch casing you could not re- 
move at the time of the well being abandoned be- 
cause of the Division of Oil and Gas regulations? 

A. About 5300 feet. 

Q. And what was the fair market value of the 
7-inch casing in October of 1943? 

A. $1.21 per foot. 

Q. Now, do you have an opinion as to the fair 
market value of the 534 inch liner in September of 
1942? A. Yes. 

The Court: The liner is already testified to. 

Mr. Dechter: Iam now using September of 1942. 

The Court: Oh, September of 1942. 

Q. (By Mr. Dechter): What in vour opinion 
was the fair market value of the 534 inch liner to 
place in that well in September of 1942? 

A. Well, it had the same value. 

Q. $1.08 per foot? J SO, 

@. And what in your opinion was the fair mar- 
ket value of the 5300 feet of 7-inch casing to install] 
in that well about September of 1942? 

A. The same price, $1.21. 

Mr. Dechter: You may take the witness. 

The Court: Well, [ think, Mr. Dechter, you 
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could ask the [177] witness and should ask him what 
he considered the valuation of the equipment less 
the casing which could not be removed. 

Mr. Dechter: Yes, your Honor. [178] 

Q. (By Mr. Dechter): Mba. Rush, what, in your 
opmion, would be the fair market value of the 
personal property described on pages 1 to 4 of the 
inventory, Exhibit C of the amended complaint, 
eliminating therefrom the 5300 feet of 7-inch easing 
that you say could not be removed in the event the 
well was abandoned, and eliminating the 306 feet 
of 5%4-1neh liner in October of 19432 

A. Could T have a piece of paper, please? 

(A sheet of paper was handed to the witness. ) 


A. $12,260.00. 

The Court: Have you finished? 

Mr. Dechter: Yes, your Honor. 

The Court: Mr. Rush, was there any substantial 
difference in the value of the equipment which you 
have said was valued at $12,260.00 in October of 
1943, was there any difference between that value 
and what the value was of the same equipment 
September 28, 1942? 

Vine Witness: No, there wasn’t any substantial 
difference. 

The Court: That is all. 


Recross Examination 
By Mr. Weymann: 
Q. Mr. Rush, are you familiar with the terms 
of the master lease on this property? 
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A. No, I don’t believe I am. 

Q. Are you familiar with the terms of the sub- 
lease under [179] which Mr. Block holds this 
property ? ae NGO: 7 

Q. Are you familiar with the provisions for 
abandonment of the lease? | 

A. No, I don’t believe so. 

Q. Have you any opinion as to the abandonment 
cost ? 

A. Well, I could express an opinion. 

Q. And still live up to the requirements of the 
lease? 

Mr. Dechter: To which we will object upon the 
ground that the witness has testified he is not 
familiar with the terms of the lease, and therefore 
certainly couldn’t give an opinion on that point. 

Mr. Weymann: I will withdraw the question. 

Mr. Dechter: Upon the further ground it 1s 
immaterial. 

The Court: Well, he is withdrawing the ques- 
tion. 

Q. By Mr. Weymann: The casing, the liner, 
and all of the items that vou have eliminated now 
from your estimate of $12,260.00, do those consti- 
tute all of the items that could not be recovered? 
is there anything else besides the matters to which 
vou have testified which would have to be left m 
the well? 

A. No, there is nothing else that would have to 
be left in the well; that is, that is shown on the 
inventory. . 
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Q. Are you familiar with the O.P.A. price regu- 


lations as of that date? [180] A. Yes. 
Q. Is this estimate to which you have testified 
in accordance with the price ceiling ? A. Yes. 


Q. What is that price regulation, Mr. Rush? 

A. I don’t know whether I quite understand the 
question or not. You mean in a general way? 

Q. There are two price ceilings, are there not? 

A. No. There is only one that I know of. 

Q. For equipment that is on the field, sold on 
the field, and equipment which is reconditioned ? 

A. Oh, yes, yes. 

Q. Well, will you tell us what those are, please? 

A. Well, the price of equipment which is sold 
on an as is basis, the ceiling price cannot exceed 55 
per cent of the present seiling price. 

The Court: That is, of new—— 

he Witness: Of new material of like descrip- 
tion. 

There ts another regulation to the effect that you 
ean sell that equipment at 85 per cent of the new 
selling price of the same equipment, provided that 
that machinery or whatnot is moved to a machine 
she;» and completely overhazled and repaired, the 
selicy to give the same guarantee on the machinery 
‘hat a new dealer would give. There is no regula- 
tion of that kind on pipe. [181] 

Q. Now, may I ask you in arriving at vour esti- 
mate of $12,260, was that predicated on an as is 
valuation or on a reconditioned valuation ? 

A. Well, that was predicated on an as is valua- 
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tion with the exception incidentally of the casing. 
That was based on strictly O.P.A. ceiling price. 

Q. And with the removal of that equipment, the 
well could not operate unless the equipment was 
replaced ? A. That is true. 

Q. I believe, Mr. Rush, that you testified before 
that your valuation of $12,260 was replacement cost 
new? A. No. 

Q. Then you testified it was the valuation 

Mr. Dechter: 1 will object to that on the ground 
that it is assuming something not in evidence. Tf 
have no recollection of such testimony. 

The Court: I have no recollection, but I would 
not trust my memory. If it is important, you may 
refer to the record. 

Mr. Wevmann: ‘That is all, Mr. Rush. 

Mr. Dechter: You are excused. 

The Witness: Thank you, sir. [182] 


WALTER J. CROWN, 


called as a witness by and in behalf of the defend- 
ant, having been previously duly sworn, resumed the 
stand and testified further as follows: 


Direct Examination (Continued) 
By Mr. Dechter: 


Q. Mr. Crown, in addition to expressing an 
opinion as to the value of the leasehold itself, were 
you asked to give an opinion as to the fair market 
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value of the 10 7-12ths per cent gross overriding or 
sublessor’s royalty owned by Mr. Block on Block’s 
Well No. 10? A. Yes, sir. 

The Court: Myr. Dechter, before you begin on 
that, I would like to call this to your attention, in 
line with the last part of the examination of Mr. 
Rush. Mr. Crown gave his estimate of the value of 
the leasehold as $11,000. Now, T think it would be 
well to ask if he had in mind the presence of casing 
there which was a part of the real property, that is, 
heing affixed so that it comes within the definition 
of 2 Mixture 

Mr. Dechter: Very well. I will withdraw my 
former question. 

@. Mr. Crown, yesterday in giving your opinion 
as to the fair market value of the leasehold of Mr. 
Block subject to a [183] landowner’s and sublessor’s 
royalty aggregating 30 per cent, in arriving at that 
valuation, did you take into consideration the value 
of the casing in the well which was affixed in the 
weil and which could not be removed under the regu- 
lations of the Division of Oil and Gas when the 
well is abandoned ? A. J did not. 

Q. Would vour valuation be higher if you in- 
cluded the value of that casing in the well ? 

A. The unremovable casing? 

My. Dechter: Miss Reporter, will you read the 
question ? 

(Question read.) 


rey 
1 


ne Witness: Well, if there were any salvagable 
casing in the well, then the value would be higher. 
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Q. By Mr. Dechter: Well, I am talking, Mr. 
Crown, as of September 1942? 

A. It would be higher. 

Q. In other words, in arriving at the valuation 
of that leaseho!d as you gave it to us yesterday, you 
only took into consideration the oil that would be 
recovered, the net oil that would be recovered. Is 
that correct ? A. Oil and gas. 

@. Yes. And, do you have any experience or 
knowledge to be able to express an opinion as to 
what the additional value of the leasehold would be 
by reason of having available in the well casing, 
7-inch casing, 6275 feet and 534 liner [184] of 306 
feet? meme have. 

Q. What would be the additiional increase in 
valuation by reason of that? 

A. It would be approximately the value of the 
casing that Mr. Rush valued. I would have to go 
to some one like M1. Rush to obtain a price on the 
salvagable casing. 

Q. I see. Now, Mr. Crown, were you asked to 
give an opinion as to the fair market value of the 
10 7-12ths per cent overriding royalty in Block Well 
No. 10? A. Yes, sir. 

Q. And did vou arrive at such an opinion? 

Ewe old: 

Q. What is your opinion as of September of 
1942? A. $3120.00. 

Q. What was that again? A. $3120.00. 

Q. In connection with your work with the Divi- 
sion of Oil and Gas, did you become familiar with 
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the different oil fields in structure in Southern 
California? A. I did. 

Q. And are you able to state whether there are 
any other fields within Southern California besides 
the Playa del Rey oil field that would be available 
for use as an underground gas reservoir? [185] 

Mr. Weymann: That is objected to as being in- 
competent, irrelevant, immaterial, and having no 
bearing on the valuation of the property taken in 
this proceeding. 

The Court: I understand it to be just a pre- 
liminary question. The question is overruled. 

Myr. Dechter: Do you want the question read? 

The Witness: Please. 

Myr. Dechter: Will you read the question, please? 

(Question read.) 


The Witness: I don’t know of any with the 
favorable conditions as the Playa del Rey field. 

Q. By Mr. Dechter: Are you able to state 

Mr. Weymann: I move to strike the answer as 


not responsive. 

The Court: It may go out. 

Mr. Dechter: Will you read the question again, 
please, Miss Reporter? Try to answer it, Mr. 
Crown, if you can. 

The Court: Answer it yes or no, and then you 
may explain vour answer if it needs some explana- 
tion. | 

(The question was reread.) 


The Witness: Yes. 
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Q. By Mr. Dechter: Will you please state to 
the court and jurv if there are any other fields 
available for use as a gas reservoir in Southern 
California besides the Playa del Rey field? 

A. There is another one. 

Q. And what other field or fields are there avatl- 
able for such purpose besides the Playa del Rey 
field ? 

A. I would say the El Segundo oil field. 

Q. Any other that you know of? 

A. Those have the characteristics and conditions 
which would fit a gas storage project. 

Mr. Weymann: I move to strike the answer as 
not responsive. 

The Court: Well, I don’t know whether he had 
finished it ox not. Had you finished your answer, 
Mr. Crown? [187] 

The Witness: No. I had a little more to go. 

The Court: Just go ahead. 

The Witness: The Playa del Rev and El Se- 
gundo fields are very similar geologically, and the 
conditions 1n those two fields are ideal, vou might 
say, for a gas storage project; whereas other fields 
in the basin would not be so well suited. 

© By Mr Dechter: Are you able to state ta 
the court and jury what those peculiar conditions 
are that exist in those two fields that make them 
suitable as a gas reservoir? 

A. Well, the oil zone there is a single zone and 
more or less uniform in character; whereas in other 
fields we have alternating sands and shales lying 
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in lenses, and so forth, and the gas cannot migrate 
as readily in those fields as it can in a single zone 
field like Playa del Rey or El Segundo. 

The Court: When you use the word ‘*zone’’, in 
the ordinary sense you mean a stratum, is that 
correct ? 

The Witness: Well, it may be a single stratum 
or it may be strata. 

The Court: It may be several strata, is that 
correct? 

The Witness: Yes. 

The Court: I wasn’t sure it was understood by 
the jury when you used the word ‘‘zone’’. As I 
understand it, oil men use the word ‘‘zone’’ in con- 
nection with that business as meaning either a 
stratum of oil or several strata of oi1 from which 
production is had, is that correct ? 

The Witness: That is correct. In most Califor- 
nia fields there is more than one stratum in an oil 
zone. 

The Court: In a zone? 

Che Witness: That is correct. 

The Court: But a zone is separate and distinct 
from another zone which might consist of several 
strata, 1s that correct? 

The Court: That is usually optional as to how 
the zones are split up or segregated. 

The Court: Go ahead, Mr. Dechter. 

Q. By Mr. Dechter: Are there any other fields 
in California that have been used for the storage 
of gas, underground storage of gas? 


Sam Block 235 


(Testimony of Walter J. Crown.) 
Mr. Weymann: That is objected to as entirely 
‘incompetent and irrelevant and outside of the issues 
in this case. Other gas storage fields are not on 
trial here. 
The Court: I think the objection should be sus- 
tained, and it is. 
Mr. Dechter: May I note an exception, and may 
I approach the bench and make an offer, your 
Honor, on that point. 
The Court: Yes, you may. 
(The following proceedings were had out of 
the hearing of the jury:) 


My. Dechter: I offer to show by this witness that 
there [189] are other fields in California, such as 
Goiita in Santa Barbara County, and the Rio Vista 
field in Northern California, which have been used 
as gas reservoirs for underground storage? 

The Court: What is the purpose of that? 

Mr. Dechter: The purpose is to show, under the 
United States v. Powelson case, that it isn’t a con- 
jectural use that this field might have been put to. 

The Court: I didn’t consider that phase of it. 

What have you to say about that, Mr. Weymann? 

Mr. Weymann: Unless there is, first, a founda- 
tion laid that this field ean be unified, and unless 
this particular property can be used, why, I think 
it is objectionable, because we are not trymg the 
gas storage fields, we are only trying this property. 

The Court: JF know, but this is Just a part of the 
foundational proof, and in considering it in that 
light, I think the court will change its ruling and 
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permit it to be shown as to the others, simply as 
part of the foundation. 

Mr. Dechter: I might state, your Honor, in this 
Powelson case the evidence was received. 

The Court: I think it should go in for the pur- 
pose stated. 

(The proceedings were resumed within the 
hearing of the jury as follows:) 


The Court: The Court will withdraw its ruling. 
J think [190] it will be better to let you ask your 
question again, Mr. Dechter. 

Q. By My. Dechter: Mr. Crown, do you know 
of any other oil and gas fields in California that 
have been used for the underground storage of 
gas? A SE ado: 

Mr. Weymann: I renew my objection for the 
purpose of the record. 

The Cowit: Yes. The objection is overruled. 

Mr. Weymann: And exception. 

Q. By Mi. Dechter: Will you please state to 
the court and jury what those other fields are that 
have been used for underground gas storage ? 

A. The Golita gas field, and I believe the Rio 
Vista gas field. 

Q. Where is the Golita field situated 2 

A. In Santa Barbara County. 

@. And by whom is that field operated as an 
underground gas storage reservoir ? 

A. I believe it is Pacific Lighting Corporation. 

(}. Pacific Lighting Corporation is one of the 
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public utility companies that furnishes gas in Cali- 
fornia? A. I believe so. 

Q. What other fields do you know of that have 
been used for underground gas storage? [191] 

The Court: He stated Rio Vista. 

Q. By Mr. Dechter: Yes. By whom is the Rio 
Vista field operated? 

A. There are a number of operators up there. 
I do not know which company or utility company 
does the storing up there. 

Q. How long did you say vou have been in Cali- 
fornia ? A. 20 years. 

Q. Are you familiar with whether a general 
eondition has prevailed in Southern California dur- 
ing the winter months as to whether there is an 
adequate supply of gas for domestic and industrial 
use ? 

A. As for any particular time, is that? 

Q@. During the winter months. 

A. I would have to qualify the answer. 

The Court: Have vou answered it yet? 

The Witness: No, f haven’t. 

The Court: Read the question, Mr. Reporter. 

(The question referred to was read as follows: 
‘Are vou familiar with whether a general condition 
has prevailed in Southern California during the 
winter months as to whether there is an adequate 
supply of gas for domestic and industrial use ?’’) 


The Court: Jf you can answer it yes or no, so 
answer it, and then explain your answer if it is 
necessary. [192] 
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The Witness: Yes is the answer. 

The Court: Any explanation? 

The Witness: The reason for that answer is that 
gas has been brought down from Northern or Cen- 
tral California in the coast regions to supply the 
needs in the Los Angeles basin or metropolitan 
area. 

Mr. Weymann: I move to strike that answer 
as not responsive. 

The Court: That part may go out. 

Q. By Mr. Dechter: Do you know Mr. Crown, 
whether for the last 10 years it has been necessary 
for the gas companies to restrict their available 
supply of gas to domestic users and to curtail indus- 
trial users by reason of the shortage of gas avail- 
able during the cold weather? 

Mr. Weymann: ‘To which I object on the ground 
that this witness has not qualified as an expert in 
the gas utility business. That is strictly a matter of 
the production and distribution of gas. The witness 
has shown no qualification whatever to answer that. 

The Court: I think you better qualify him fur- 
ther as to that point. 

Q. By Mr. Dechter: Mr. Crown, in connection 
with your work with the Division of Oil and Gas 
did you become familiar with the needs of Southern 
California for natural gas? A. I did not. 

Mr. Dechter: What was the answer? 

(The answer was read.) 


@. By My. Dechter: In giving your valuation 
yesterday of the leasehold, I believe you testified 
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you gave no consideration to any increase in value 
by reason of the property being suitable for a gas 
reservoir, is that correct? A. ‘That as correct. 

Q. And are you able to give us an estimate as 
to how much more valuable the leasehold would 
be by reason of its being available for use as a gas 
reservoir ? 

Mx. Wevmann: If the court please, I would 
like to examine this witness on voir dire. 

Mr. Dechter: He hasn’t testified yet whether 
he is able or not. It may not be necessary. Do you 
want the question read? 

The Witness: If vou please. 

Mr. Dechter: Will you read the question? 

(Question read.) 


The Witness: I cannot. 

Q. By Mr. Dechter: And is that due to the fact 
that this is the first time—— 

Mr. Weymann: ‘That is objected to. 

The Court: Don’t answer the question. Finish 
your question, Mr. Dechter. 

Q. By Mr. Dechter: Is that due to the fact 
that this is the first time that such a project has 
been attempted in Southern California? 

Mr. Weymann: That is objected to as being in- 
competent, irrelevant, and immaterial. 

The Court: The objection is sustained. 

Mr. Dechter: That is all. [195] 
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Cross Examination 
By Mr. Weymann: 

Q. Mr. Crown, you stated you were employed 
by the Division of Oil and Gas as a petroleum en- 
gineer for 16 years? A. Wes) "cae 

Q. Will you kindly describe to the jury your 
duties in that connection? 

A. It was supervision of the drilling operation 
and abandonment of oi] wells, oil and gas wells. 

Q. Did you at any time during the course of 
your employment have occasion to make an ap- 
praisal or valuation of any of the property that you 
supervised ? A. None that I supervised. 

Q. None that you supervised. The regulations 
of the Division of Oil and Gas prohibit any of 
their employees from engaging in private business, 
do they not? 

Mr. Dechter: That is objected to on the ground 
that it calls for a conclusion from the witness and 
is not the best evidence. 

May. Weymann: Well, the witness was an em- 
ployee and he should know. 

The Court: I think he should know. Under the 
circumstances he has been qualified as a person 
who was in the employ for 16 years. It was your 
duty to advise yourself as to those regulations? 

The Witness: That is correct, sir. 

The Court: Did you do it, did you advise your- 
self as to the regulations? 

The Witness: I did. 

The Court: The objection is overruled. 


eae er RD | en 
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Mr. Weymann: Will you read the question, 
please ? 
(Question read.) 


The Witness: Yes, but I think the question 
needs a little clarification. There are certain things 
to go into private business in the fields where— 
well, I might state—— 

The Court: Oh, I think that is all too remote 
to have any real value. The court will order it all 
stricken out, that is, regarding the regulations. The 
jury is ordered to disregard it. Proceed, Mr. Wey- 
mann. 

Q. By Mr. Weymann: Since leaving the Divi- 
sion of Oil and Gas, Mr. Crown, would vou kindly 
tell the jury what your experience has been? 

A. I have been consulting petroleum engineer 
for Atlantic Oil Company, for Morton & Dolley, 
Krieger Oil Company, Menco Oil Company, and 
Continental Development Company. | believe that 
gets most of them. 

Q. That is five firms and corporations. What 
is the longest period of time that vou have been 
consulting engineer for any of those? 

A. For one year. [197] 

Q. For which one? 

A. Atlantic Oil Company. 

Q. How long have you been consulting engi- 
neer for Morton & Dolley? A. One year. 

Q. For Krieger Oil Company? 

A. About 10 months. 

Q. For Menco Oil Company? 
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A. About 10 months. 

Q. And for Continental Development Company? 

A. That is new in the past month. 

Q. Within the past month? A. Wee 

Q. In your capacity as consulting engineer, did 
you advise—by the way, that Morton & Dolley, 
what business is that? A. Oil operators. 

Q. In the course of your employment by any 
of these concerns, did you ever have oceasion to 
advise them either on the purchase or on the sale 
of operating oil properties? A. I have. 

Q. Which one and when? 

A. I ean’t think of anv one offhand where they 
have definitely made a purchase. There have been 
no sales, but in the case where the purchases were 
not made, it was on my [198] recommendation as to 
productivity that the property was not purchased. 

@. When were vou employed to make a valua- 
tion of the Block’s property in this proceeding? 

A. About June 1, 1945. 

Q. That is June Ist of this vear? 

A. That is correct, ves. 

Q. What did vou do in connection with that val- 
uation? 

A. I constructed a production decline curve 
with Colly No. 10 well and arrived at an ultimate 
recovery for the well. 

Q. Have vou that production decline curve with 
you? A. I have. 

@. May I see it? 

A. Yes (handing document). 
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Q. Mr. Crown, your estimate of value‘ then is 
based on this production decline curve, is it not? 

emeitat IS COrrect. 

@. How many barrels of ultimate future re- 
covery did you estimate? | 

Mr. Dechter: Do you want that curve intro- 
duced in evidence? I have no objection. 

Mr. Weymann: Well, I will get the information 
by figures. 

The Witness: 40,300 barrels. 

Q. By Mr. Weymann: 40,300 barrels? [199] 

A. That is correct. 

Q. Is that for the 100 per cent interest, that is, 
for the entire production? 

A. The entire production. 

Q. And did vou estimate the value of the lessee’s 
production separately, the 70 per cent? 

A. No, I didn’t figure the barrels there. I did 
in dollars. 

Q. You figured it in dollars? A ies, 

@. What price did you estimate? 

A. 97 cents per barrel. 

Q. What gravity oil did you assume as the pro- 
duction ? A. An average of 19.8. 

@. And what was the field price at that time? 

A. At which time? 

Q. What was the field’ price of oil of that 
gravity at that time in September of 1942? 

A. I can’t give vou the exact price at that date 
because my price schedule jumps from May 23, 
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1941 to April 1, 1943. Under May 23; Site 
Union posted price was 77 ceuts. 

Q. Do you know what it was on September 28, 
1942? 

A. I would say it would be approximately that 
same price. 

Q. 77 cents. The 40,000 barrels which vou have 
[200] testified as being the ultimate recovery, what 
period of time would that be recovered? 

A. Approximately ten years. 

Q. And in arriving at your valuation, did you 
take into consideration any pipeline charge? 

A. No, sir. 

Q. Do you know whether there was a pipeline 
charge? 

The Court: <A carrying charge? 

Mr. Weymann: A carrying charge. 

The Witness: I do not know. 

Q@. By Mt. Weymann: You don’t know aa 
there was a charge, would it make any difference 
in your estimate? 

Mr. Dechter: To which I will object as being 
immaterial, and assuming a fact not in evidence. 

Mr. Weymann: The witness is being asked to 
state his opinion. 

The Court: I think the objection should be 
overruled. 

The Witness: The amount of oil would still he 
the same. 

Q. By Mr. Wevmann: Would the price of it 
be the same? 
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The Court: What? 

Q. By Mr. Weymann: Would the price paid 
to the purchaser be the same? 

A. I don’t know just how they would handle 
that. If they had to pay a trucking charge there, 
why it might be taken off the price of the crude. 
It will lower the price of [201] the crude. 

Q. Do you know if they had to pay a trucking 


charge? A. I don’t know. 

Q. Do you know if they had to pay a pipeline 
charge? A. I don’t know. 

Q. You don’t know. So, vou took none of those 
items into consideration ? A. dvd) rer 

@. And now vou estimate the value on the basis 
of 97 cents per barrel? A. That is cormmect. 


Q. Yet the posted market price you have testi- 
fied, the Union Oil Company price, was 77 cents. 
Will you please tell vour reason for using the 
higher price? 

A. Inthe spring of 1943 the posted price was 

Q. Pardon me just a moment. 

Mr. Dechter: May I suggest that counsel let the 
witness finish his answer, vour Honor? I don’t 
think it is fair to interrupt. 


Mr. Wevmann: May I reframe my question? I 
don’t believe the witness can testify to anything 
that took place after the acquisition. 

The Court: You asked him the question and J 
think that he ought to be allowed to answer it, Mr. 
Weymann. If vou reframed it before he began his 
answer, that would he your [202] privilege. but 
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I think he ought to be allowed to answer the way 
he started. 

The Witness: In the spring of 1948 the posted 
price was 94 cents per barrel, and that was a mat- 
ter of a few months subsequent to the commence- 
ment of the estimate. My estimate was based on 
the early probable productions. So, I used 97 cents 
which is 94 cents, the posted price per barrel of 
oil, plus three cents which is the value of gas and 
gasoline which the operator received per barrel of 
oil produced. There is a certain amount of gaso- 
line produced with the oil. 

The Court: It is a part of production and it is 
in addition,to the price received for the oil itself? 

The Witness: That is correct, and I applied it 
to the price of oil rather than making a separate 
valuation for the gas and gasoline. 

The Court: Well, that is clear. 

Q. By Mr. Wevmann: So that the price you 
placed on that was the price of the total product. 
Is that correct? 

A. The oil, gas, and gasoline. 

@. Now, Abr. Crown, you predicated then the 
price of 97 cents entirely on the increase which 
tooi place in 1943? mm That is coreg 

Q. And you assumed that the price would con- 
tinue to 1952? A. The assumption is that. 

Q. That was vour assumption? A. Wee 

Q. It was a pure assumption, was it not? 


A, My own opinion is that it might he higher 
than that. 
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Q. Now, tell us, please, how on a total recovery 
of 40,000 barrels over a period of ten years you 
arrived at a valuation of $11,000 for this leasehold 
estate? Just outline the various steps which you 
took to the jury. 

A. The estimated recovery is 40,300 barrels. The 
income for that amount of oil at 97 cents per bar- 
rel is equivalent to $39,091. Mr. Block’s leasehold 
interest of 70 per cent is equivalent to $27,000 or 
$27,364. Operating costs for the period of the hfe of 
the well are $13,870, leaving an operating profit 
of $13,494. Using a 6 per cent discount factor 
over that period of time will arrive at a present 
worth of $10,932.- [204] 

Q. Mr. Crown, what is your definition of fair 
market value? 

My. Dechter: To which we object on the ground 
that is immaterial what his definition is. 

Mr. Weymann: The witness is testifying to fair 
market value. 

The Court: JI think it is proper to ask him 
what his understanding is, what he meant by the 
use of the term ‘‘fair market value’’ when he gave 
his answer. The objection is overruled. 

The Witness: Approximately $11,000.00. 

The Court: No. What do vou understand by 
the use of that term ‘‘fair market value’’? 

The Witness: Well, it would be a price at which 
a purchaser would make a reasonable investment. 

Mr. Weymann: I submit, if the court pleases, 
that the witness’ understanding of fair market 
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value disqualifies him entirely and his testimony is 
not admissible, on the basis of his own statement 
of his understanding. 

A. Juror: We are unable to hear this in the 
jury box, your Honor. 

The Court: Yes, Mr. Weymann, you let your 
voice drop and it is a little difficult to hear you. 

Read the statement of Mr. Wevmann. 

(The record was read.) [205] 


The Court: Have you any further questions? 
Mr. Weymann: I move, now, that his entire tes- 
timony be stricken as to the value of the lease. 
The Court: Well, Mr. Weymann, it isn’t the 
definition that the court would give or you would 
give or Mr. Dechter, but when vou analvze it, is 
it so very far away? We would say where a willing 
purchaser would buy from a willing seller and hav- 
ing a reasonable time in which to investigate. 
Read his answer, please, Mr. Reporter. 
Phe answer was read as follows: ‘* Well, it 
would be a price at which a purchaser would 
make a reasonable investment.’’) 


The Court: I think the motion should be de- 
nied. 

Mr. Weymann: I will pursue the question a 
hittle further. 

Q. By Mr. Wevmann: Is it your opinion, Mr. 
Crown, that to receive over a period of 10 vears 
$13,494.00 a prospective purchaser having full 
knowledge of all of the conditions would be willing 
to pay in cash $10,930.00? A. Yes, sir. 
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Q. Do you know of any oil property that has 
been bought or sold on that basis? 

A. I think I could mention some. 

Q. Mention them, please. 

A. I think Jergens Oil Company bought pro- 
duction at Wilmington in the Wilmington oil 
field [206] 

Q. Of vour own knowledge, Mr. Crown? 

Mr. Dechter: Has the witness finished his an- 
swer, Mr. Weymann? 


The Court: Yes, just finish your answer, and 
then if there is any defect in the answer you may 
call it to the attention of the court by a proper 
motion. 

Read the question and the answer as far as it 
has been given, please. 

(The record was read.) 


A. -——on the basis of a thousand dollars per 
barrel of production. 

Mr. Weymann: IJ move to strike that answer 
as not responsive. 

The Court: Because he used the words ‘T 
think’’? 

Mr. Wevmann: Because he used the word ‘T 
think’? and on the basis of a thousand dollars per 
barrel. 

The Court: Read the answer. 

(The answer was read.) 

The Court: Did you mean to say that? 

The Witness: That is correct, yes. 

The Court: A thousand dollars per barrel? 
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The Witness: Per barrel. If aw ell makes 25 

The Court: Pardon me. The answer may go 
out. Now, you may proceed further, Mr. Weymann. 

Q. By Mr. Weymann: You used a 6 per cent 
discount [207] factor, is that correct? 

A. That is correct. 

Q. Will you kindly explain to the jury just 
what a 6 per cent discount factor is? 

A. The 6 per cent discount factor is the value 
or the worth of one dollar based on a 6 per cent 
discount—the value of that one dollar a year from 
today, and from there on in the future its adding 
a 6 per cent or deducting 6 per cent on the invest- 
ment. In other words, the valne of a dollar today, 
or, I ‘should say, the value of a dollar approxi- 
mately 10 years from now is only worth fifty-nine 
and two-tenths cents. 


Q. Do you know of an instance, Mr. Crown, in 
which any one has paid approximately $11,000.00 
for an oil property out of which in the course of 
10 years he could recover approximately $14,000.00 ? 
J am using round figures now. Buy a producing oil 
well. 

A. T ean’t give vou anv specifie example. 

Q. ts it your opinion that such people exist? 

A. There are. 

Q. Now. will you tell us, please, how you ar- 
rived at the valuation of the 10-7/12 per cent over- 
ride? 

A. [T used the same production in harrels of 
oil and used a price of 93 cents per barrel. In this 
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ease the 93 cents—I started with 97, and the only 
costs against the [208] overriding interest that I 
used was approximately 4 cents per barrel mining 
rights tax which I deducted from the 97 and ar- 
rived at a 93 cents per barrel figure, and using 
a 6 per cent discount factor arrived at a value of 
$3,120.00. 

Q. Do you know what the amount of the total 
value in dollars and cents is? Have you that there? 

A. Of the production? 

Q. Of the 10-7/12 per cent over the oe of 
10 years. A. $37,479.00. 

Q. No, I am sorry. The total override of. the 
10-7/12 per cent. 

A. This is for the total, yes. 10-7/12 per cent. 

Q. Is how much? 

A. let me ask first if I have the question cor- 
rectly. 

Mr. Wevymann: Read the question, please. 

(The record was read.) 


The Witness: That figure is $3,971.00. 

Q. By Mr. Weymann: So, Mr. Crown, you 
wish us to understand that in your opinion an in- 
formed purchaser would be willing to pay a will- 
ing seller $3,120.00 cash now in order to receive 
$3,971.00 over a period of 10 years from oil royal- 
ties from the Plava del Rey field? 

A. That question I would answer no. This is a 
royalty set-up. 

Q. Pardon me? [209] 

The Court: I think the court will recess at this 
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time until 2:00 o’clock. The members of the jury 
will return at that time. Bear in mind the admoni- 
tions of the court. 
(Whereupon, at 12:00 o’clock noon, a recess 
was taken until 2:00 o’clock p.m. of the same 
day.) [210] 


Los Angeles, California, 
Thursday, July 26, 1945, 2:00 p.m. 


The Court: Mz. Crown, will you take the stand, 
please? 

Mr. McLay and Mr. Dechter, are you ready to 
proceed ? 

Mr. McLay: My. Weymann isn’t here. He just 
stepped out. May I get him, please? 

The Court: Yes. Is it stipulated that all jurors 
are present and in their places? 

Mr. Dechter: So stipulated. 

Mr. McLay: So stipulated on the part of the 
government. 


WALTER J. CROWN, 


called as a witness by and in behalf of the defend- 
ant, Having been previously duly sworn, resumed 
the stand and testified further as follows: 


Cross Examination” (Continued) 
Mr. Weymanun: I apologize to the court. I 
stepped out for a drink of water. 
The Court: That is aliee tin 
Q. By Mr. Weymann: Mr. Crown, what was 
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this well producing in the month of September, 
1942? A. 436 barrels of oil. 
Q. And how much gross fluid? 
A. Ido not have that figure. [211] 
The Court: What was that question? 
(Question read.) 


Q. By Mr. Weymann: Have you the record 
of water production? A. I do not. 

Q. Did you take into account in the making of 
your estimate of value the cost of lifting water 
along with the oil? 

A. The cost of lifting the water is included in 
the lifting cost. 

Q. In other words, the lifting cost comprises 
the cost of lifting the entire fluid. Is that correct? 

A. That is correct. 

Q. So that if the water content increases and 
the oil content decreases, the price you received 
would be correspondingly decreased. Is that so? 

A. The price per barrel of oil would not de- 
crease. 

The total fluid of what vou have lifted? 
Of the gross fluid. 

Of vour gross fluid would decrease? 
That is correct. 

It would? 

. If there is an increase in gross fluid. 


>OPOPO 


The Court: Pardon me just a moment. Mr. 
Crown, how many barrels did vou say in that 
month? [212] 

The Witness: 486. 
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The Court: As I understand it, that is 486 bar- 
rels of oil? 

The Witness: Clean oil, yes. 

Q. By Mr. Weymann: Have you any records 
of the water production from that well during any 
time it went on production? A. I have not. 

Q. You took no record at all of it, is that right? 

A. I didn’t consider the water content. 

®. You didn’t consider the water content. Have 
you any record of the gas production during that 
period? 

A. Not as such. I have only the value of the gas 
and gasoline equivalent per barrel of oil which was 
furnished to me by Mr. Block. 

(). And vou based your estimate on the informa- 
tion you received from Mr. Block? 

A. From Mr. Block, yes. [213] 

Q. Of your own knowledge you have no record? 

A. I have not. 

Q. In fixing your valuation did you take into 
account the cost of abandonment ? | 
Of which ? 

The cost of abandonment. 

No, I did not. 

Do you know the provisions of the master 
lease or of the sublease? we Mido nor 

Q. Do you know whether or not there is an 
expense connected with the abandonment of a well? 

A. Repeat that, please. 

The Court: Read the question. 

(The question was read.) 


Qrop 
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A. There is always an expense connected with 
abandoning a well. 

Q. By Mr. Weymann: And that is the obliga- 
tion of the lessee, is it? 

A. Normally. 

Q. Do vou know whether or not it is in this 
instance ? A. I don’t know. 

Q. You made no effort to ascertain it? 

A. I did not. 

Q. You figured the value at which you have ar- 
rived on [214] the basis of 94 cents per barrel predi- 
eated wpon an increase in the value of oil? 

A. The increase was there at the time I made 
my valuation. 

Q. The increase was there at the time you made 
your calculation ? A. That is correct. 

When did you make your calculation? 

I beg your pardon? 

When did you make your calculation? 

In June of this vear. 

When did that increase go into effect? 

In the spring of 1943. 

So that from September 28 to the spring of 
1943 the price was not 94 cents a barrel? 

A. That is correct. 

Q. It was actually 75 cents per barrel? 

Mr. Dechter: I think this has all been gone into. 

The Court: I think that has been covered. 

Mr. Weymann: What I am getting at is the dif- 
ference between the two periods. 

Mr. Dechter: You asked him that this morning. 


OPOPOopPo 
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The Court: I thought you had covered it. 

Mr. Weymann: I don’t think I have, your 
Honor. 

The Court: If you haven't you may proceed. 

Q. By Mr. Weymann: So that the acim 
amount received from September 28, 1942, to the 
sprmg of 1943 was 75 cents or thereabouts, is that 
correct ? 

A. That is correct, yes. 

Q. And yet in arriving at your estimate you fig- 
ured 94 cents per barrel for the entire period ? 

AS Thais comect 

The Court: Plus the three cents for the other 
element that was recovered; that is correct, isn’t 10? 

The Witness: Yes. 

The Court: In other words, 97 cents instead of 
94 cents. 

Mr. Weymann: I am speaking now only of oil. 

The Court: Yes, but he added that to the oil to 
give a valuation, instead of giving it separately he 
gave it altogether as 97 cents per barrel. 

Mr. Weymann: 97 cents per barrel, but 94 cents 
for the oil. 

The Witness: That is correct. 

The Court: But his valuation was based on 97 
cents. 

Mr. Weymann: If the court please, what I am 
trying to get at is the difference in the oil. 

Q. By Mr. Weymann: There was no difference 
in the price of the gas at any time, was there? 

A. None that I know of. 
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Mr. Weymann: No further questions, Mr. 
Crown. [216] 

Mr. Dechter: Your Honor, as I advised the 
court yesterday, I had subpoenaed the records of the 
Union Oil Company to show what the production of 
this well was after the government took it over, and 
Mr. Weymann is willing to stipulate that the letter 
attached to the summary of the production may be 
used in lieu of Mr. Edwards, the secretary of the 
Union Oi] Company of California, appearing in 
person to identify that as a summary of their books 
and records, subject to his objection to its admissi- 
bility. Is that correct? 

Mr. Weymann: That is correct. 

Mr. Dechter: At this time, having so identified 
this statement of oil. gas and natural gasoline pro- 
duced from Defense Plant Corporation Well No. 10 
at Playa del Rey, formerly Block Oil Company 
Well No. 10, I will ask leave to offer this as a 
Defendant’s exhibit. 

MierCoure.  liaoay be received. 

Mr. Wevmann: I! thought the court was going 
to examine it. I have an-objection to it. 

The Court: Verv well. Strike ont the statement 
On Une ones. 

My. Weymann: I object to the receipt of that 
in evidence on the ground it is entirely incompe- 
tent, immaterial and irrelevant; has no bearing on 
the value of this property as of September 28, 1942. 
It shows the production of that well during a period 
after the government took it over. The [217] basis 
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of the valuation for this property, as I understand 
the law, must be on the condition as it existed at 
the time the property was taken. 

Mr. Dechter: The same argument was ‘made 
yesterday when Mr. Block was on the stand, may it 
please the court, and I pointed out 

The Court: When who was on the stand? 

Mr. Dechter: Mr. Block. The same objection 
was made and the testimony received, but your 
Honor later on struck it out merely because his 
information came from the oil company that was 


buying the oil and ‘not his own personal informa- 
tion. I argued yesterday to your Honor that both 
our witnesses and the government’s witnesses are 
eoing to base their valuation on the estimated future 
production of this well, and this is some evidence 
as to what the well was capable of doing. Mr. Wey- 
mann made the counter argument that there might 
be some reasons for the increased production. Your 
Honor said that was a matter he could bring out on 
cross examination or by independent evidence; that 
it went to the weight and not to the admissibility. 
Mr. Weymann: There is a further reason, if 
the court please. The whole question to be deter- 
mined here is what an informed buyer would pay 
to a willing seller of that property at the time it 
was taken. Now, manifestly an informed buyer can 
only base what he would be willing to pay on what- 
ever [218] evidence was available as of that date. 
He would not have the advantage of the actual pro- 
duction subsequent to that time. That would have 
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no influence whatever on the price he would pay or 
what the owner would be willing to receive. In 
other words, it would require a prophetic vision on 
the part of both buyer and seller to take into ac- 
count something which happened in the future. As 
a matter of fact, he may take into account trends 
ov what he thinks might happen in the future, any- 
thing of that kind which would influence the mar- 
ket. But certainly the actuality of what actually 
occurred under the circumstances would have no 
bearing whatever as to the market value influencing 
either party. [219] 

Mr. Dechter: In my opinion, your Honor, it is 
exactly similar as if the Government was condemn- 
ing a crop of potatoes on the farm, the crop having 
not been just merely planted but hadn't even come 
up. Some of these crop buyers who are constantly 
buying crops in advance would come in and give 
figures of so much. By the time the trial came up, 
the crop had been harvested. Now, that wouldn’t 
be evidence of what the value is. It would go to 
show the reasonableness of the opinion given on that 
particular date, and that is the purpose for which 
it is offered. to show the reasonableness of the vari- 
ous opinions that will be given by the experts. 

The Court: I think that the court should give 
further time to consideration of this. It seems that 
it is not required of the court that it should shut its 
eyes to the figures that we actually have here where 
they are available. In other words, Mr. Crown or 
any other expert has to give an estimate of what 
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the valuation was on the date of September 28, 1942. 
Now, he must base that upon his knowledge of all 
the circumstances that he has, and as it has been 
stated in a very recent case, one referred to by Mr. 
McLay yesterday, sometimes these estimates are 
hittle better than a guess. 

Now, we have had the advantage of three years 
almost since that time. Must the court shut its eyes 
and the jury close their ears to the testimony which 
we actually have of [220] the value that was pro- 
duced from the well? Now, I don’t know. Some- 
times we have rules and they seem reasonable as of 
a certain time, but is this such a hard and fast rule 
that Mr. Crown or the others can’t avail themselves 
of that information which they actually have? Cer- 
tainly for a period of three years nothing could be 
better than the actual results. 

Now, while there might be a situation as to why 
it was a greater production, I can understand it 
might be by reason of repressure in there as the 
result of the storage, and certainly that must be 
given consideration; also, that there is only so much 
oil available there and that if it is gotten out in five 
vears instead of ten, there would be no more oil. 
However, so far as the price itself is concerned, 
that is a posted price which was paid for oil of 
like character throughout the field. 

It does present quite a question and the court 
may have to call on you gentlemen for help from 
some of the precedents that have been established 
in similar cases. 
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Mr. Weymann: May I make one further obser- 
vation? 

The Court: I was going to say that the court will 
sustain the objection at the present time. Let it be 
marked as Defendant’s Exhibit A for identification 
and then the matter may be presented to the court 
again before the close of the trial. [221] 

Mr. Dechter: Very well, your Honor. 

(The document referred to was marked as 
Defendant’s Exhibit A for identification. ) 


The Court: Anything further, Mr. Dechter? 


Redirect Examination 
By Mr. Dechter: 


Q. Mr. Crown, when you gave your opinion as 
to the fair market value, did you have any informa- 
tion available to you as to what the production was 
after September, 1942? 

Mr. Weymann: ‘That is objected to as being 
incompetent, irrelevant and immaterial as to what 
it was after the time it was sold. 

The Court: It does not appear to the court that 
this is a matter for redirect examination in any 
event. The objection is sustained. 

Mr. Dechter: May I make an offer, your Honor, 
on that? 

MiesCournt: Yes. 

Mr. Dechter: Does your Honor want us to ap- 
proach the bench? 

nee Court. Yes. 
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(Thereupon, counsel approached the bench, 
and the following proceedings were had out of 
the hearing of the jury:) 


Mr. Dechter: I offer to show bv this witness 
that he [222] did not have this data on the produc- 
tion subsequent to September of 1942 available to 
him, and that if he had, his opinion would have 
been different as to the value of the property. 

The Court: Well, I am convinced it is not a 
matter for redirect examination. 

Mr. Dechter: Very well. May I note an ex- 
ception ? 

The Court: Yes. 

Mr. Dechter: Thank you. 

The Court: Also, I think it is incompetent, ir- 
relevant and immaterial. It goes to a negative 
matter. 

Mr. Dechter: Very well, your Honor. 

(Thereupon, proceedings were resumed within 
the hearing of the jury.) 


Q. By Mr. Dechter: Mr. Crown, when you gave 
your valuation as to the leasehold interest on direct 
examination, vou excluded any value on personal 
property, did you not? 

A. That is correct. 

@. Your value was confined to the value of the 
oil leasehold from an oi] standpoint only ? 

A. Oi) and gag 

Mr. Weymann: Will you speak up a little 
louder, Mr. Crown? 
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The Witness: Oil and gas. 

Q. By Ma. Deehter: On or about September of 
1942, and [223] since that time has the number of 
buyers per oil leases and royalties been greater or 
less than the supply of oil leases and royalties of- 
fered for sale? 

Mr. Weymann: That is objected to as being in- 
competent, irrelevant, immaterial, and not proper 
redirect examination. 

The Court: It does not appear to the court that 
there is proper foundation. I don’t believe Mr. 
Crown has attempted to qualify himself as one who 
knows of the state of the market for oil leases or 
royalties. In any event, I think the objection 
should be sustained. 

Q@. By Mr. Dechter: Are you familiar, Mr. 
Crown, with what the general consensus of opinion 
among oil men as to whether the price of crude will 
go higher or lower as soon as Governmental mea 
tions are lifted? 

Mr. Weymann: That question is objected to as 
purely hypothetical and calling for a conclusion as 
to the opinions of other men. 

Mr. Dechter: It is a preliminary question, your 
Honor, whether he is familiar, and then I will ask 
him what his familiarity is based upon. 

The Court: The objection 1s sustained. He has 
already stated his own idea about it. 

Mr. Dechter: I believe that is all. [224] 
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Reecross Examination 
By Mr. Weymann: 


Q. Mr. Crown, in arriving at your valuation for 
the production of this well, did you predicate that 
on the use of the equipment which was presently in 
the wall? 

Mr. Dechter: To which we object on the ground 
that it is improper recross examination. There was 
nothing asked on redirect. Every objection was 
sustained. 

Mr. Weymann: The question was asked whether 
he excluded the value of the equipment. 

The Court: Will you read the question? 

(Question read.) 


Mr. Dechter: I will offer the further objection 
that it has been asked and answered by Mr. Wey- 
mann on cross examination. 

The Court: I think it has. Objection sustained. 

Mr. Weymann: Very well. No further questions. 

The Court: What is alpine Crogn: 

Mr. Dechter: I will call Mr. Bauer. 


